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From M. Raymond Poincare, President of the Council, Minister of Foreign 
Affairs, 


to His Excellency the Marquess or Crewe, Ambassador to His Britannic 
Majesty at Paris. 


My Lorv Marovess, 


Out of regard and courtesy to the British Government, we have thought it better 
to reply to its note, in the attached Annex, on each particular point, following the 
paragraphs, as they are numbered. But it seems however useful io define, in a 
comprehensive and synthetic statement, the position taken up by France for many 
months past. 

The Government of the French Republic has never thought of following, in the 
grave question of Reparations, a policy of narrow-minded selfishness. However urgent 
the restoration of her devastated regions may be for France, this Government knows 
full well that an economic problem of such magnitude cannot be dealt with separa- 
tely, that it is bound tp with many others, and that it could not be solved by 
neglecting European interests as a whole. Stil more naturally has the Government 
of the Republic always taken iñto most careful consideration the state of unrest from 
which some of its Allies. are sufferimg, and particularly the grievous unempioyment 
that 1s sull prevalent in Great Britain and which, it may be recalled, reached its 
severest intensity long before the occupation of the Ruhr. 
~ if France insists on the treaties being carried cut purely and simply, she does not 
do so through a sort of juridical attachment to the letter and spirit of diplomatic 
documents. She acts first oui of careful ard scrupulous observance of the pledged 
word, She likewise apprehends that a most dangerous precedent would be created 
by a breach of the Treaty of Versailles. The Treaties of Saint-Germain, Neuilly 
and Trianon would soon share ihe same fate, and the whole of the New Europe 
would be shaken to its foundations. 


. Tre Treaty. 


Now, the Treaty of Versailles entrusted an interallied Commission, the Repara- 
tion Commission, with the care of fixing, before the ist of May, 1921, the amount 
of German indebtedness. This debt was not to include war-expenses, but apart 
from this definite and deliberate omission, its scope was very wide, and its definition, 

_ besides reparations and pensions, had in view a long list of damages of all kinds. 

Besides, the Treaty added that, in order to enable the Allied countries to proceed 
at once to the restoration of their economic life, pending the full determination of 
their claims, Germany should to a certain extent guarantee her debt, and it provided 


MES. le 
that she should deliver to the Reparation Commission bearer bonds to the amount 
of a hundred milliard gold marks. 

A hundred milliard gold marks : such was, at the time the Treaty was signed, 
and in the minds of those who drafted it, the minimum fixed before any final 
assessment. The first instalment, that is bonds for 20 milliards of gold marks, was 


due on the ist of May 1921 at the latest. 


RE Or NI ATV 
VESISTING THE REATY. 


Immediately after the Treaty was signed, the Reparation Commission felt the un-, 
willingness of Germany, who opposed all her demands; and on their side the Allied 
Governments could not help noting that the Reich was not fulfilling its obligations 
in any Way whatsoever. 

As early as April 1920, at San Remo, the Allies stated publicly that ** Germany had 
not carried out her undertakings, as regards either the destruction of war material, 
or the reduction of the army, or the coal deliveries, or reparations, or the cost of 
armies of occupation. She does not even seem to have considered the means of ful- 
filling her obligations... The Allies unanimously declare that they cannot tolerate 
any longer breaches of the Treaty of Versailles, that the Treaty must be carried 
out... and they are resolved to take all steps, even includiñg, if it be necessary, the 
occupation of a further part of German territory”. 

A few months later, from the Ath to the 16th of July 1920, the Allies met 
at Spa. One of the main questions discussed was that of coal deliveries. The Repa- 
ration Commission had, some time before, declared Germany in default. At Spa, 
the Allies agreed upon a plan. They made advances to Germany, but she was 
directed to supply during the next half-year a minimum of two million tons per 
month; and it was further provided that ‘if, by November 15th 1920, it is ascer- 
tained that the total deliveries for August, September and October 1920, have not 
reached 6,000,000 tons, the Allies will proceed to the occupation of a further portion 
of German territory, either the Region of the Ruhr, or some other”. 

Faced with such an unmistakable threat, Germany simply carried out her under- 
taking up to the assigned date, but immediately after the 15th of November, she 
again began to resist and again put herself in default. 

Again the Allies met in Paris, in January 1921. Once more they drew up a most 
stern resolution and announced their intention, if Germany did not alter her posi- 
lion, to impose ‘‘sanclions”, amongst which they mentioned as exemples : extending 
the date of evacuation of the Rhineland territories, occupation of the Ruhr or any 
other territory, seizure of state taxes and duties on the left bank of the Rhine, etc. 

Sull Germany evaded her obligations. Again the Allies met, this ume in London, 
from the 21st of February to the 7th of March, 1921. On this occasion the repre- 
sentatives of Germany were summoned. They were asked to make proposals, but 
those they did submit were a mere mockery. Mr. Lloyd George thus apostrophized 
Dr. Simons: “What have we asked of Germany? LE think it is important that the 
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German public should thoroughly understand the character of our demands, because 
Tam certain they are not appreciating it. We have simply insisted that Germany 
shall pay reparations in respect of the charges cast upon our respective countries by 
material damage to property and by injuries inflicted upon the lives and limbs of the 
inhabitants. We have asked for no more, we can take no less... A good deal of 
this devastation was brought through bombardments and movements of war. But 
an incredible amount was done deliberately with a view to destroy essential means of 
production. This is true both of France and of Belgium. In the words of General 
von Bissing at the first meeting of the German Economic Mission to Belgium on the 
igth June, 1915, “the object was to provide that Belgium's recovering industry 
should not prejudice German industry”. Great factories were wantonly destroyed ; 
machinery was shattered; sometimes essential and complicated mechanism, which it 
would take a long time to replace, was removed; bridges, concrete foundations, 
blast furnaces were destroyed by dynamite, etc.”. Mr. Lloyd George then quoted 
numberless examples and concluded with these words : ‘Therefore, unless repara- 
tion is made by Germany, it means that the victors will pay the price of defeat and 
the vanquished will reap the fruits of victory”. 

And Mr. Lloyd George continued as follows : ‘With all this gigantic injury, what 
is now olfered to France staggering under the load of expenditure cast upon her by 
her war debt, and by this wanton destruction, which turned her richest provinces 
into a hideous wilderness of ruin and despair? What is now proposed to France, 
pressed by the urgent need to re-build her shattered homes, restore factories which 
are the sole means of livelihood for the poor people who have endured during five 
years the horrors of war in their devastated provinces, and with her enormous pen- 
sion habilities added to the rest?... The proposals that have been put forward 
indicate a desire, not to perform but to evade obligations which Germany had in- 
curred, obligations which are far short of those which, according to the precedent 
she herself set in 1871, we might have imposed... We are convince’ that the 
German Government is not merely in default but deliberately in default. There- 
fore, unless we hear by Monday that Germany is either prepared to accept the Paris 
decisions or to submit proposals which will, in other ways equally satisfactory, 
discharge her obligations under the Treaty of Versailles ‘subject to the concessions 
made in the Paris proposals), we shall as from that date take the following course 


under the Treaty of Versailles : 
“1. Occupy the towns of Duisbourg, Rurhort and Dusseldorf on the right bank 


of the Rhine, 


feo) REG. er 


In spite of this fresh threat, notwithstanding even the occupation of the three 
above-mentioned towns and the reiterated warnings of the Reparation Commission , 
Germany still followed her shuffling policy. Not only did she fail to pay the 
20 milliard gold marks which were due for the ist of May 1921, but she claimed, 
against the truth, that she had already paid more than 20 milliards, and that she 
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owed no thingbefore the istof May. Infact, on May 1st 1921, the account of 20 mil- 
liards, lafter allowing for food supplied and purchases of raw materials from 
Germany. showed a balance of less than 3.100 million available assets, which, 1 
must be added, had not served for reparations, but had been used by priority right 
and in accordance with the Treaty, to cover the cost of the various armies of 
occupation. 

Thus it was that on May 1st 1921, at the time when the Reparation Commis- 
sion was bound under the Treaty to fix the amount of German indebtedness. 
France had not yet received a farthing’s damages. 


FIXING THE DEBT. 


Before fixing the final amount of German liabilities, the Reparation Commission 
was, by the terms of the Treaty, to give to the representatives of Germany, “a 
just opportunity to be heard”. The Commission devoted twenty-three sittings to 
a conscientious hearing of the thirty-two experts chosen by the Reich. It was only 
after this lengthy work that, on April 27th 1921, the total reparation debt of Germany 
was fixed at 139 milliard gold marks, valued as on May ist 1921. 

Article 233 of the Treaty gave to the Reparation Commission a further part to 
play. After determining the amount of the debt, it was to decide on the manner 
of payment, and had begun to draw up a schedule. It had even invited the German 
Government to send representatives to submit the plan to them and hear their 
remarks. But at that moment a Conference of the Allied Governments was being 
held in London, apart from the Commission ; and it was that Conference that, on 
the suggestion of England, worked out a schedule of payments. When the plan 
was drawn up, it was communicated to the Reparation Commission, which was asked 
to “confirm” it. This was the very expression used by M. Louis Dubois, then 
President of the Commission, when he recalled the meident before the French 
Parliamant. 

More or less reluctantly, the Commission ‘confirmed ” the schedule of payments. 
It established three sets of Bonds, A, B and C, up to an apparent total of 
132 milliard gold marks; but as those bonds bore very low interest and as, on the 
other hand, the date of issue of the C Bonds remained uncertain, the German debi 
was in fact reduced to a considera»le proportion and it was even impossible to 
determine it accurately. 

“The Allied Governments appeared at first to understand that by agreeing to such a 
reduction of the German debt they were further justified in demanding the execu- 
tion of the Treaty; and, in fact, when notifying the schedule of payments, they 
coupled it with an ultimatam to Germany and stated that they were there and then 
taking all preliminary steps for the occupation of the Ruhr valley. They added that. 
should Germany not accept the schedule of payments by the 12th of May, the oceu— 
_ pation would be proceeded with on that very day and that even, if need arose, other 

nayal and military steps would be taken. | | 


Sn qu | 
France had mobilised her 1919 class. Everything was ready for entering the 
Ruhr. On the eve of the specified day, on the 11th of May, the German Chancellor 
had accepted the London Schedule of payments. He undertook to pay, in accor- 
dance with the said schedule, a fixed annuity of 2 milliard gold marks, plus a variable 
annual levy of 26 °/, on German exports. 


GERMANY NW DEFAUET AGAIN. 


How did Germany fulfil this new obligation ? , 

The Schedule of Payments had appointed, side by side with the Commission, 
a Committee of Guarantees. This Committee, provided with insufficient powers, 
went to Germany. They questioned the Reich Government, tried to throw some 
light on German finance, made certain comments and received no satisfaction. 

The Members of the Reparation Commission went themselves in a body to 
Berlin, obtained nothing but evasive replies, and, after returning to Paris, sent to 
Germany a formal demand on December 2nd, 1921. 

The Reich Government took their time in replying to this demand, and when 
they did make up their minds to speak, on December i (th, 1921, it was only to 
declare that they were unable to pay and to apply officially for the moratorium to 
which they had been semi-oflicially alluding for several months already. 

But in the meanwhile a fresh Conference, at the request of Mr. Lloyd George's 
Government, had been summoned. It was to be held at Cannes; the Members of 
ithe Reparation Commission themselves were summoned to this place and urged by 
Mr. Lloyd George to come to an immediate decision on the question of the 
_moratorium. In the absence of M. Briand, who had returned to Paris, the Com- 
mission took only provisional steps. They called upon Germany to pay 31 mil- 
on gold marks every ten days and to submit within a fortnight definite propesals 
with a view to a final settlement. Then they discussed at leisure the request of 
Germany and on the 21st March 1921 granted her a partial moratorium. It was 
understood that Germany should pay in cash for 1922 only 720 million gold marks, 
and 1.450 million gold marks in kind. 

Compared to the Schedule of Payments, this arrangement gave Germany a fresh 
advantage. But a few weeks later she relapsed into her usual evasions. On 
July 12th, 1922, the Reich persistently asked for a moratorium wider in scope and 
of longer duration. The French Government then explained to the British Govern- 
ment, at the London meeting of August 1922, that we could not consent to agrec 
to a two years’ moratorium, unless Germany provided us with definite guarantees 


and material security against her insolvency in the future. 


Economic axp Frxancian Drsorper IN GERMANY. 


To support her application, Germany indeed alleged the confusion in her finances, 
the fall of her currency aud her state of economic distress. But she had done 
na 
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nothing to put her own house in order, and had followed since the peace a policy of 
waste and extravagance. She had kept down railway fares at a lower level than in 
any other country. She had increased the numbers and salaries of her officials. 
She had been sparing in the collection of taxes, and had endowed the great steet 
magnates and ship-owners with all sorts of privileges and exemptions. She had 
rebuilt a vast merchant fleet that is even now competing in all American waters with 
the British fleet and with our own. She had made canals and multiplied tele- 
phonic lines. In short, she had undertaken, regardless of cost, all sorts of work 
which France now finds herself obliged to postpone. 

To meet those expenses, Germany had resorted to a formidable inflation. She 
had taken no heed either of the advice or of the warnings of the Committee of Gua- 
rantees or the Reparation Commission. No reform had been carried out. 

Till the end of 1922, Germany thus went on making her financial, economic and 
monetary position worse and worse. She obstinately adhered to her abusive prac- 
tices. She left a free hand to her powerful industrial magnates, who acquired more 
and more influence in State affairs and grew richer at the expense of the German 
people themselves. Under the pressure these magnates brought to bear on the 
Government, the Reich, instead of trying to bring back home the foreign currencies 
these men had exported, stubbornly persisted in its policy of unrestrained inflation; 
and from the month of December 1922, the indefinite depreciation of the mark, 
the constant increase in the cost of living, the economic and financial disorder were 
such that they might have brought about in Germany, from one day to the next, the 
most lamentable catastrophies. 

On Nov. 13th 1922, Herr Wirth’s Government had forwarded to the Reparation 
Commission a Note to which his successor Chancellor Cuno assented subsequently 
and which can be summed up in a few words. Germany declared she could no 
longer do anything unless she began by restoring her currency and stabilizing the 
mark; and in order to arrive at such stabilization, she claimed an abatement or, to 
use her euphemistic expression, a revision and final determination of her debt. She 
asked to be freed, for a period of 3 or 4 years, of the whole of the payments, deli- 
veries in kind as well as cash remittances. She would. it was added, make an 
exceplion in the case of the devastated regions, but on one condition, specifically 
stated in this way: she should be expected to pay only out of the normal state 
receipts and the produce of internal loans. This was fin reality, promising nothing. 
Besides, Germany asked for the summoning of a conference of international financial 
experts with a view to consider the means of rescue which Europe and the Reich 
needed. 

Germany, then, gave no undertaking as to any reforms, while on the other hand she 
laid down conditions : a revision of the schedule of payments of May Sth 1921, a 
reduction of the German debt and a moratorium. ; 

And yet the experts who had recently been consulted by the Reich had all insisted 
on the necessity of introducing thorough reforms in Germany. 

MM. Cassel and Keynes, notably, had said : The stabilization of the mark must, 


in the first instance, come from Germany's own resources and endeavours, as well 
as from energetic action on the part of her Government. Germany must have a 
policy of reconstruction of her own. Such policy, even if it should imply certain 
risks, is the only path to follow”. 

Germany had made none of the efforts that were asked of her. 

At the same time she had stopped all cash payments. Out of the 720 million 
gold marks in cash to which her liabilities for 1922 had been brought, she had only 
paid 450 millions; the 270 millions that were due as from August 15th had been 
converted into bonds payable in six months, and she declared herself unable to 
continue. 

As to supplies in kind, which she might at least have provided without diffi- 
culty and by way of compensation, she had deliberately slackened in delivery. 
The fact was officially stated by the Reparation Commission, in successive reso- 
lutions voted im January 1923. A few days later, the Commission went even 
further and had to declare the Reich was in general default as regards all her obli- 
gations contracted under the Treaty of Versailles. . 

All these resolutions were taken at the Reparation Commission by a majority vote 
of three : France, Belgium and Italy. 

At the meetings held in London and Paris in December 1922 and early in 
January 1923, the Government of the Republic announced to the Right Honourable 
Mr. Bonar Law, who was then the British Prime Minister, that, confronted with such 
a state of affairs, France was about to find herself obliged to take guarantees and to 


occupy the Ruhr. | 


LEGAL CHARACTER OF THE OCCUPATION OF THE RU&R. 


The French Government were and are still of opinion that a single one amongst 
the resolutions successively passed by. the Reparation Commission was sufficient to 
allow of their action. 

Paragraphs 17 and 18 of Annex II {Part VIII, Reparations) are as follows : 


S 17.-— “In case of default by Germany in the performance of any obligation 
uader this Part of the present Treaty, the Commission will forthwith give notice of 
such default to each of the interested Powers and may make such recommendations 


as to the action to be taken in consequence of such default as it may think necessary.” 


$ 18. — “The measures which the Allied and Associated Powers shall have the 
right to take, in case of voluntary default by Germany, and which Germany agrees 
not to regard as acts of war, may include economic and financial prohibitions and 
reprisals and in general sach other measures as the respective Governments may 


determine to be necessary in the circumstances.” 


The text is clear enough, and if it were permissible to refer any step taken in 
consequence thereof to the League of Nations, under the pretext that there would be 
a threat of war, the obvious result would simply be to cancel the article altogether. 
It is all the more natural for the respective Governments to consider themselves 
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justified, under the circumstances, m takmg a guarantee, as Article 248 of the 
Treaty says that a- first charge upom all the assets and revenues of the German: 
Empire and its constituent States shall be the cost of reparation. 

And yet the British Government are now questionmg the right of France in the- 
action she has taken. 

The British Goverament do not claim, it seems, that France was not qualidied to- 
act mdependently. After a resolution duly passed by the Reparation Commission, 
France was absolutely empowered to act alone, and, a fortiori, with the: help of Bel-. 
giune and the technicab particrpation of Italy. On this pomt, moreover, the British. 
Government themselves have already settled the question. On October 29th1920, 
they informed their Alhes that they waived the rights.conferred upon tens by para- 
evaph #7 and 18 as regards the seizure of properties belongmg to German: sabjeets- 


in the United Kmgdom, and the Chancellor of tle Exchequer stated in the House of 


Commons, om October 28th 1920, that ‘ the terms of paragraph 18 clearly left it: 
to each of the respective Governments to determine upon the action that rt may, 
seem necessary to take under the said paragraph”. No doubt can therefore. exist om 
Us interpretation: , 

But to-day the British Government argues that the words, broad and: comprehen- 
sive as they are, “in general such other measures as the respective Goveramemts may 
determine to be: necessary in the cireumstances ”, do: mot refer to occupatiom of 
Lerrrtory. j 

And yet, at the London meeting of March 1921, Dr. Simons read a statement, 
protesting against the ‘‘sanctions” contained in the ultimatum of March 3nd as deli- 
vered by Mr. Lloyd George, and he claimed notably that paragraph 18 of Annex 11 
did not allow any occupation of German territory beyond the left bank of the Rhine 
and the bridge-heads.. So little heed did the Allies, whe had made sure: of the 
juridical value: of their argument, take of Dr. Simous’ assertion, that 1t was, mot even 
taken up in the reply that Mr. Lloyd George made on the same day to the Germam 
delegation. Nor did the Prime Minister even allude to the objection raised by the 


Germam Minister for Foreign Affairs; it was simply put aside and passed over, so 


untenable the position was thought to be. 
The British Government adduce no proof or probable evidence in favour of their 


restriclive interpretation of the text, and for good reasons. Nothing can be found 


in the discussions preparatory to the Treaty to jusufy the theory of Downing Street. 


But the British Government claim that in fact, if the Allies did in the past provide. 
for and evencarry out territorial occupations otherwise than stipulated in the Treaty, 


it was because their action did not refer only to defaults in the matter of reparations, 
but to other breaches of the Treaty. 

It is quite true to say that at any time in the past and still to day, Germany has 
violated or is violating other artieles of ihe Vreaty tham those that bear om repara- 
tions; but it is none the less certaim that precisely about reparations: the: Alhes. hawe- 
many times threatened Germany with: fresh occupation of territory, amd have even: 
once carried owt there threat. 





a  — 
Let us recall the precedents in point. 
In July 1920, at the Spa Conference, the coal question was discussed. 
By its letter of June 30th 1920, the Reparation Commission notified to the Allied 
“Governments the default of Germany as regards coul deliveries. This letter concluded 
with the two following paragraphs : 


“The Reparation Commission therefore, in application of the provisions of para- 
graph 17, Annex If to Part VIII of the Treaty of Versailles, hereby informs the 
Powers concerned of the default by Germany to carry out her obligations under the 
terms of Annex V to Part VHI of the said Treaty. 


“The Commission does not deem it necessary to make any suggestions concerning 
the measures to be taken with regard to this default, but, in view of the general 
interest attached to the delivery of reparation coal, it considers that any measures 
taken should be agreed upon by the Powers concerned.” 


The Spa Conference discussed Germany's default and resolved (Protocol dated 
July 161h) that the German Government should place every month at the disposal of 
the Allies, as from August ist and for the ensuing six months, two million tons of 
coal a month, this figure haying been approved by the Reparation Commission. 

This protocol ends with the following paragraph : VIT “IF, by November 15th 1g 20, 
it is ascerlained that the total deliveries for August, September and October 1920 
have not reached 6.000.000 tons, the Allies will proceed to the occupation of a 
further portion of German territory, either the region of the Ruhr, or some other.” 

Another Protocol of the Spa meeting, dated July oth, and referring doubtless to 
disarmament hkewise concludes with the following sentence : 


«If at any time before January ist 1921, the Interallied Commission of Control in 
Germany report that the terms of this arrangement are not faithlully executed... . . 
the Alhes will proceed to a further oecupation of German territory, whether it be 
the region of the Ruhr or any other, and they will mot evacuate it until the day when 
all the above conditions have been completely canried oul. » 


But the two Protocols of July g and 16 are different. They do not refer one to 
the other : the occupation of the Ruhr is supulated, either for defaults in coal 
deliveries, or for defaults in disarmament. 

And on that date Great Britain was in entire agreement with France as to the 
meaning to be given to paragraph 17 and 18 of Annex Hf. 

The meeting that took place in London in March 1921 equally bears witness to 
this accord. 

Mr. Lloyd George, as President of the Supreme Council, made the following 
statement to the German delegation, on March 3rd 1921 : 

“The Treaty of Versailles was signed less than two years ago, and the German 
‘Government have already defaulted several times in respect of its most important 
provisions : the delivery for trial of the criminals who have offended against the 
laws of war, disarmament, the payment in cash or in tind of 20 milliards of gold 


. n 
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having regard to the infractions already committed and to the determination 
indicated in these proposals that Germany means still further to defy and explain 
away the Treaty, and to challenge the Alles we have taken the following resolutions 
which you are now going to hear: 

‘The Allies are agreed : 

“1. To occupy the towns of Duisburg, Ruhrort and Dusseldorf on the right 
bank of the Rhine. 

HO ACER CRETE in 


The German Government having made no reply by the appointed date 
(March 7th), the occupatior of the three above-mentioned towns took place. 

There is no doubt that, in this case again, Germany had committed other vio- 
lations of the Treaty, but the reparation debt was insistenly mentioned, and 
Mr. Lloyd George devoted nearly the whole of his speech, as has just been seen, 
to the delays of Germany and the urgent need of restoration of the devastated 
regions. Had not this question been at stake, the three towns would certainly not 
have been occupied. 

Lastly, the Supreme Council passed the following resolutions on May 5th 1921 : 


‘The Allied Powers, taking note of the fact that, in spite of the successive con- 
cessions made by the Allies since the signature of the Treaty of Versailles, and in 
spite of the waraings and sanctions agreed upon at Spa and at Paris, as well as of the 
sanclions announced in London and since applied, the German Government is still 
in default in the fulfilment of the obligations incumbent upon it under the terms 
of the Treaty of Versailles as regards (1) Disarmament; (2) the payment of 12 milliards 
of gold-marks due on May 1st, 1921, under Article 235 of the Treaty, which the Repa- 
ration Commission has already called upon it to make at this dale; (3) the trial of the 
War Criminals as further provided for by the Allied Notes of February 13th and 
May 7ih 1920; and (4) certain other important respects notably those which arise 
under Articles 264 to 267, 269, 273, 321, 322 and 327 of the Treaty, decide : 

(a) To proceed forthwith with such preliminary measures as may be required for the 
occupation of the Ruhr Valley by the Allied Forces on the Rhine ir the contingency pro- 
vided for in Para. (d)\ of this Nole : 

(b) In accordance with Article 233 of the Treaty to invile the Reparation Commission 
lo prescribe lo the German Government without delay the time and manner for securing 
and discharging the entire obligation incumbent upon that Government, and lo announce 
their decision on this point to the German Government at latest on the 6th May; 

c) To call upon the German Government categorically to declare within a period of 
six days from the receipt of the above decision ils resolve (1) to carry out without reserve 
or condition their obligations as defined by the Reparation Commission (2) to accept without 
reserve or condilion the guarantees in respect of those obligations prescribed by the Repa- 
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ration Commission ; (3) to carry out without reserve or delay the measures of mili- 
tary, naval, and aerial disarmament notified to the German Government by the 
Allied Powers in their note of January 29, 1921, those overdue being completed 
at once, and the remainder by the prescribed dates : (4) to carry out without reserve 
or delay the trial of the war criminals and the other unfulfilled portions of the Treaty 
referred to in the first paragraph o this Note; 


(d) Failing fulfilment by the German Government of the above conditions by the 12th 
of May, to proceed to the occupation of the Valley of the Ruhr and to take all other mili- 
tary and naval measures that may be required. Such occupation will continue so long 
as Germany fails to comply with the conditions summarised in paragraph (c)”. 


Let us dwell awhile on this document. The Allies threaten Germany to occupy 
the Rahr, adding that such occupation shall last as long as Germany has not complied 
with the conditions mentioned in paragraph C. Let us therefore suppose that after 
the ultimatum Germany had fulfilled her obligations in respect of the war criminals 
or disarmament, but that she sull declined to carry out the decisions of the Repara- 
tion Commission. Under the terms of paragraph d, the Allies would have remained 
in the Ruhr, and for the sole reason that they wanted to ensure the proper payment 
of reparations. The present contention of the British Government is thus expressly 
condemned by the Protocol of May 5th 1921; and it therefore is obvious and quite 
clear that the legal character of our occupation is indisputable. Even the ultimatum 
of May 5th was in itself sufficient to give our recent action a juridical bagis, since it 
announced the occupation of the Ruhr, not only incase Germany did not consent to 
give the undertakings imposed by the Commission, but equally in case Germany, at 
any time, did not carry them out. This was acknowledged by the German Ministry 
of Foreign Affairs itself on May gth 1921, im a statement communicated to the 
Press : « The menace to occupy the region of the Ruhr, such as contained in the 
ultimatum, still holds good in case Germany, having made in due time the decla- 
ration demanded of her, should not keep her word for any cause whatever.” In 
every respect therefore is our action beyond criticism. 

The British Cabinet, it is true, raises a further objection : in their opinion the 
words of Article 430 of the Treaty imply the interpretation that it is impossible to 
construe paragraphs 17 and 18 as allowing further occupation of territory. 


But this article was drafted in case the Reparation Commission, after one or 
several zones of oecupation had been evacuated, should find a default on the part 
of Germany. In this hypothesis, the re-orcupation would take place automatically. 
The text does not in any way say that, even then, the respective Governments 
cannot, under paragraphs 17 and 18, take all steps they may deem necessary, and 
notably military seizure of economic guarantees. Nor does it say that before any 
evacuation, as 1s the case to-day, the Governments wili be powerless and obliged to 
stand with folded arms if any payment is refused. The absurdity of this conse- 
quence proves that paragraphs 17 and 18 on the one hand and Article 430 on the 
other hand are not exclusive of each other, but complementary. And in that 
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manner did the British Government understand the position, up to a recent time, 
as has just been seen. 


Tue Occupation or THE Rune. 


On the 11th of January 1923, we occupied the basm of the Ruhr. We occu-- 
pied it because, for three years, Germany had fulfilled none of her obligations. 
We occupied it because the right of taking action had been expressly conferred upon. 
us by the Reparation Commission when it declared Germany in default. 

It is clear that, had we had any political or mikitary aims as has been sometimes. 
insinuated, it is not the Ruhr we should have eccupied. If such had heen the case, 
we should rather have marched into the Mein valley, because that valley, which 
divides Bavaria from Prussia, cuts Germany into two parts. We have not done so 
because we had no other design than to seize guarantees and to bring seme pres- 
sure to bear on a defiant Germany. 

The basin of the Ruhr is indeed the main economical centre of Germany. We 
are, to-day occupying this densely inhabited and busy region, that count a population 
numbering six million imhabitants, with an army of 50,000 men. But we were 
prepared to setin motion far less important forces. We did not wish in the least 
to undertake a military operation. Our troops came into the Ruhr only to protect 
our civil engineers, our custom-house officers and foresters 

It was not the military forces that the Germans had first to deal with. It was. 
g, at the 
outset, the following organisation. Nothing was to be changed in the normal life 


the custom-house officers and foresters who addressed them, suggestin 


or the economical activities of the country; a commission of Allied engineers was 
merely to supervise the operations of the Kohlen Syndikat, so as to ensure the 
regular delivery of the quantities of coal and coke owed by Germany, the same Com- 
mission was to supervise the industrial production of the manufactories of the Ruhr, 
ascertain that the Kohlensteuer was duly collected, the totality or part of which 
would have been paid to the Reparation Commission. A Committee of custom- 
house officers, together with the German custom-house and fiscal agents, was to 
secure the collection of certain taxes, the amount of which would have also been 
used for reparation purposes. Finally, a Committee of foresters was to supervise the 
management of the State forests, still worked by the Germans, in order that the 
timber deliveries be henceforward made according to the Treaty. 

It was, briefly speaking, an amicable arrangement, a pacific cooperation that we 
were offering very sincerely to Germany when we entered the Ruhr. 


Tne So-Cattep Passive RESISTANCE. 


But, contrary to paragraph 18 of Annex Il, the Reich Government affected to 
regard the occupation of the Ruhr as an act of hostility. They seized upon this excuse, 
which was the very negation of the Treaty, to elude their most definite obligations. 
They stopped all deliveries of coal and coke, and started treating French and Belgians. 


ES PTE 
as regular enemies. They set up a resistance which they called passive resistance, 
but which was an active and violent one. 

This resistance did not originate with the population of the Rubr; sull less did it 
-come from the inhabitants of the Rhineland; it came from certain industrials and from 
Berlin. 

It was in response to orders from Berlin that any cooperation with the Belgians, the 
Ttalians and the French was thrust aside; it was owing toa command from Berlin that the 
mine owners and metallurgists ceased to confer with our commitiees, and that they 
closed the doors of their establishments in our faces; again it was owing to a com- 
mand from Berlin that the post, telegraph and telephone clerks ceased giving the 
line to the French and Belgians, refused to carry our letters and to forward our 
telegrams ; it was still due to commands from Berlin that the railwaymen deserted 
the trains that carried the food supplies to our troops, prevented the authorities in 
occupation from going into the stations, and stopped the despatch of coal and coke to 
Belgium and France. 

The Government of the Reich did not confine their action to orders to make this 
resistance. They went further : they decreed severe penallies against all those of 
. their subjects who showed us any good will or merely assumed a position of indifle- 
rence; they dismissed officials, sent private citizens to prison, and inflicied fines upon 
them. = 

Moreover. bands of agitators and criminals were mustered and endeavoured to 
destroy railways and canals by means of explosives and to blow up the trains ; and 
when they were tried at Dusseldorf, on the gth and 10 May last, Schlagetter and his 
accomplices confessed that they were connected with an oflice established at Hamm 
by the German Minister of the Reichswehr himself. 

It was assuredly legitimate , in face of such facis, for the Government of the French 
Republic to consider the cessation of passive resistance as the preliminary condition 
for any new conversation with the Government of the Reich; for not only is this 
passive resistance contrary to the Treaty of Peace, but it is conirary to the obvious 
interests of Germany, to whom it is costing more than if she readily carried out her 
obligations. The present situation has been beneficial, after all, to the sole com- 
petitors of the industrials of the Ruhr, those who sell coal or metallurgical products. 
The French Government therefore wishes it to come to an end. But as we stated 
in our communications of the ioth and 12th june last sent to the British Govern- 
ment, as soon as passive resistance stopped, the occupation of the Ruhr would be 
modified. It would go on still, but with gradual evacuation, in proportion with the 
payments, under conditions quite different from those that prevail to-day. We 
would start again cooperating with the German organisations and a considerable 
alleviation in the burden of occupation would follow. On this point, we haye only 
to refer to documents Nos 23 and 25 of our last Yellow Book, which state with full 
particulars the steps which would then be taken in agreement with the German 
authorities for the arrangement of guarantees, aad those which would be taken, 
according to the merits of each case, in favour of expelled individuals. [t would 


be superfluous to mention again this information which fills several pages of the 
Yellow Book and which shows superabundantly the conciliatory intentions of France. 
We may be allowed merely to recall that, as it will no longer be necessary to pro- 
tect the mines, the railways and canals against wilful destruction, the troops will 


then have the minimum of contact with the working population. 


Conorrions or Evacuation. 


In Document No 25, we have also made quite clear the conditions in which the 
Ruhr might be evacuated progressively, in proportion as payments are made. We 
repeat once more that we have no desire to remain any longer than necessary in the 
Ruhr and that we have neither political views nor any idea of annexation. We know 
perfectly well that Germany is able to pay fairly quickly what she owes us and that 
consequently it is in her power to secure gradual evacuation. 

The time when payments will be effected depends upon the will of Germany. 
One need only note how rapidly Austria, when she became willing to make the 
necessary efforts, and in spite of the defects of her economical and geographical 
conslitution, recovered her force of production and her credit, and one can realize 
what a country as powerfully equipped as Germany is can do on the day she makes 
up her mind to act. 3 

At any rate, France will not alter her position on that point. To ask her to act 
otherwise would be telling Germany she is right, and then one would agaia have to 
repeat the words Mr. Lloyd George used at the Supreme Council, on March 3rd 1921: 
‘Tt would mean that the victors will pay the price of defeat, and the vanquished 


will reap the fruits of victory”. 


Tue Paymenr or Reparations AND INTERALLIED Depts. 


It is not true, indeed, that the French claims are of such a nature as to crush 
Germany and exceed her capacity to pay for a long ume. 

France, for many months, has not ceased to propose to her Allies a very simple, 
clear and very modest plan which remains within the limits of the schedule of 
payment, and which can be summed up in a few words. She has asked her Allies, 
incase they should deny priority to reparations, to be allowed to retain as her share, 
out of A and B bonds, at least the 26 millrards of gold marks which result from the 
Spa percentages, and to reserve, out of the C bonds, such amounts as would be 
claimed from her on account of interallied debts. The schedule of payments 
guaranteed to her these two rights as a minimum, and even the C bonds might have 
left an additionnal margin in her favour. She has advanced enormous amounts for 
Germany's account; she can neither cease her reparation work, nor continue them 
indefinitely at her own expense. 

On the other hand ,France has never repudiated the debts she contracted during 
the war, either towards America or towards England, in the interest of joint victory. 


Vereen * 

She is, after all, herself a creditor, up to 5 or 6 million gold marks, of other Allies 
to whom she made advances during the war. Those claims and interallied debts 
covered, as a whole, purchases of arms, material, ammunition and foodstuffs for the 
armies which were fraternally fighting side by side and represent almost in their 
totality war expenses properly so called and incurred in common. 

Now, as far back as the 28th of March 1916, the representatives of the Allied 
Governments, gathered in conference, decided «to put in practice, in the econo- 
mical field, their solidarity of views and interests” and an economical conference, to 
be held in Paris, was entrusted with the task ‘of proposing the proper measures to 
establish in practice such solidarity”. 

The conference was opened in Paris on the 14th of June 1916, under the presi- 
dency of M. Briand, Prime Minister, and continued its labours under the chairman- 
ship of M. Clementel, Minister of Commerce. Amongst other resolutions, the follow- 
ing was adopted : ‘Proclaiming their solidarity for the restoration of the countries 
that have suffered from acts of destruction, spoliation and abusive requisition, the 
Allies decide to seek in common the means to have these countries restored, as a 
first charge, or to help them to reconstitute their raw materials, their industrial and 
agricultural machinery, their live stock and mercantile marine”. 

It was clear, at that time, in the minds of the Allies that the debts contracted 
between them for joint war expenses could not be recovered before the payment of 
reparations. 

Articles 231 and 232 of the Treaty of Versailles lead to the same conclusion. 
Under these articles, the victorious nations have waived their right to be paid by 
Germany the whole of their losses and damages and, generally speaking, their war 
expenses, although, im principle, they were entitled to it. They renounced all 
claims except for damages caused to persons and property. In other words, the 
damages caused to persons and property enjoy, in the minds of the Allies, priority 
over war expenses. é 

How then will the Allies, in a normai way, be able to claim such war expenses 
from one another, even before Germany has paid, while they have decided to rank 
them after reparations, after pensions, and after damages mentioned in the treaties, 
and which they do not claim from Germany? In other words, are friends going to 
be treated more severely than the enemies of yesterday ? 

We do not think it possible. While acknowledging our debt, and not intending 
to leave it unpaid, we are compelled to say that we can only pay after we have 
received what Germany owes us. We shall claim from her, besides our 26 milliards 
of A and B bonds, what is claimed from ourselves. The less we are asked to pay, 
the more will Germany be relieved. 


GERMANY'S CAPACITY TO PAY. 


This system, which we have never however put forward as intangible and which 


may admit of variants, provided the principle of it is safeguarded, has the advantage 
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of entailing no revision of the Treaty. On the contrary, the cancelling of several 
essential provisions of the diplomatic document signed at Versailles by the Alhes would 
be the result of the British suggestions. 


In execution of this Treaty, the Reparation Commission has legally fixed, in their 
letter of the 28th April 1921, the total amount of Germany’s obligations; there 1s no 
call to reconsider this valuation. 


On the other hand, the London schedule of payments has already resulted in a 
considerable lightening of that debt, since, according to certain calculations adopted 
in the note of the British Government and which, by the way, are questionable, the 
present value of the German debt is supposed to have been reduced by half under the 
decision of the 5th May 1921. Without making these valuations our own, we shall 
confine ourselves to remarking, that, as well to-day as yesterday or to-morrow, the 
Reparation Commission is at liberty to apply Article 234, that is, to consider itself 
Germany's capacity to pay, or to have it considered by its experts. The Commission 
may, after such consideration, and acting under the rights conferred upon it by the 
Treaty, extend the periods and modify the form of payments previously fixed (1). 

The Treaty has effectively given the Reparation Commission‘ all the powers which 
could be assigned to the Committee of international experts suggested by the British 
Government and by Germany. Paragraph 12 of Annex II specifies that the Com- 
mission “shall have all the powers conferred upon it and shall exercise all the fune- 
tions assigned to it by the present Treaty”, that if shall have, in general, the broadest 
powers of supervision and execution for whatever concerns the reparation problem, 
that it shall periodically estimate Germany’s capacity to pay and at the same time 
examine the German system of taxation. Paragraph 9 provides that it shall from 
time to time and if the German Government so desire, hear evidence and arguments 
on the part of Germany on any question connected with her capacity to pay. Para- 
graph 10 adds thatit shall give to the German Government a just opportunity to be 
heard. 

It must also be noted that the Reparation Commission is not bound by any partt- 
cular code or rules of law, or by any particular rule and that she shall be guided 
by justice, equity and good faith (paragraph II). 

Finally, the German Government agreed irrevocably to the possession and exercise 
by the Commission of the power aud ROBES given to it under the po They 
must supply to the Commission ail information which it may require (art. 240). 

So, the Treaty followed, with regard to payments, a logical and consistent system. 
Once fixed, the debt cannot be reduced without the unanimous and specific autho- 


rity of the Allied Governments (Art. 234, ‘paragraph 13 ‘a of Annex II); but an. 








(1). Anr. 234. — The Reparation Commission shall after May 1, 1921, from time to time, consider 
the resources and capacity of Germany, and after giving hcr representatives a just oppertunity to be heard’, 
shall have discretion to extend the date, and to modify the form of payments, such as are to be provided 
for in accordance with Art. 233, but not to cancel any part, except with the specific authority of the several 
Governments represented upon the Commission. 
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_ return, Germany’s capacity to pay has to be periodically estimated, so that the dates 
of payment may be spread out, postponed, modified according to circumstances; 
and such modifications are then decided by majority votes. 

The framers of the Peace Treaty rightly thought that a country’s capacity to pay 
Was essentially variable, that consequently a schedule of payments ought to be itself 
capable of modification, and that it would be for the Commission to take into account 
the economical fluctuations, to postpone the dates of payment when times were 
hard, to advance them when the situation became more favourable. 

The idea of fixing, once for all, Germany s capacity to pay never entered their 
heads. They could never have believed that cosmopolitan financiers, however 
clever and experienced they might be, would he able to foresee the future and draw 
definite conclusions from uncertain and provisional data. They would undoubiedly 
have been sull more amazed if they had been told that it was proposed to proceed 
to this fixing of payment al the time when Germany had succeeded in arranging her 
own temporary bankruptcy, thus reducing for some ume her capacity of payment to 
its lowest terms. If such an operation on her part were allowed, 11 would be the 
reward of the German manœuvre. Germany would then have resisted {the Allies, 
. and evaded reparations; she would have debased her currency; she would thus have 

got rid of all interaal debt; she would then have obtained the reduction. of her only 
foreign debt, which is that due for reparation, and she would then start again on a 
new basis, would profit by her uninjured plant to recover rapidly and would show, 
in contrast with the destitution of her creditors, a triamphant prosperity. 

Assuredly, France does not contemplate the ruin of Germany. It is to her inte- 
rest, on the contrary, that her debtor should see better days, and she knows perfectly 

well that the collapse of a great nation Like Germany would have serious conse- 
quences throughout the whole of Europe. But the collapse of France would have 
just as serious results; it would be just as disastrous and it would be a greater injus- 
lice. To avert the ruin of Germany she should not be granted, at the expense of 
France and may be at the expense of the other Allies, too easy and too sudden a 
recovery : the consequence would be that Germany would attain that industrial and 
commercial supremaéy she vainly sought on the battle field. Let means be studied 
with a view to reconciling the recovery of Germany with the payment of reparations. 
We quite agree to this. We are ready for this as soon as resistance ceases. But 
reparations should not be sacrificed to the restoration of an economical wealth, the 
sources of which are not dried up, and which has, only for the moment, fallen to 
ils lowest level. 

Indeed, when Germany asks for a final estimate of her capacity to pay, and when 
Great Britain herself proposes it, the object really aimed at is, by devious methods, 
to secure a reduction of the German debt. But such reduction, should it be thought 
really indispensable, can be made hereafter in such measure as interallied debts will 
be reduced ; and if a general settlement is undertaken, France is quite prepared to 

make it easier by waiving, in a corresponding way, her own claims against certam 
Allies. But there is no need to upset the Treaty, or even to destroy the schedule of 
6. 
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payments to its very foundations. What France cannot accept is that any reduction 
of the German debt should be made at the cost of reparations. 


Besides, there is no reason why any other body than the Reparation Commission 
should be entrusted with such a settlement. It has always shown loyalty, competence 
and a sense of justice. It is true that, owing to America not having ratified the 
Treaty of Versailles, the casting vote of the French President, together with the vote 
of the Belgian delegate, is sufficient to form a majority, as the British Government 
notes with regret. But, in fact, all the defaults of Germany were declared by a 
majority of three votes, including that of the Italian delegate; this majority would 
have therefore existed, even had there been an official American delegate and not 
only a mere observer. Besides, Belgium and France have between themselves 60 °), 
of the Allied claim against Germany.- The British Government often charges the 
French Government with indulging in abstract theories, while it is supposed not to 
take sufficient account of economic and financial realities. We are willing to look 
at things from a practical point of view too. But if we are to deal with the matter 
as businessmen, what would be said of a company in which the share-holders, 
representing 60 ae of the shares, could be outvoted by a minority possessing only 
20 °/, of the same ? 


CONCLUSIONS. 


On these and on all other questions we remain ready to confer in friendship with 
the British Government and our Allies, and if we issue these notes for publication, 
it is only because we have been compelled to do so by the publication of the British 
notes. But whether negociations be continued to-morrow between the Allies, or 
should they begin with Germany after the cessation of her resistance, we believe 
that it would be preferable if they were pursued with more discretion. Though we 
ourselves had nothing to fear from divulgations, even premature, we have no respon- 
sibility im the fact that they did take place. 

To sum up, we ask that the Reparation Commission be allowed to do its work, 
that it be strengthened instead of weakened, as is sometimes aimed at, that it be 
permitted to consider the position of Germany, to fix from time to time her capacity 
to pay, and to modifiy the dates of payment as it sees fit. 

We ask that, during the period necessary for the restoration of German finances, 
such reparation in kind and in capital as the Commission may deem possible, be 
made by Germany, the Allies keeping meanwhile the guarantees they are now holding 
in the common interest. 

We wish to pay our debts : our debt to the United States as well as that to Great 
Britain. We could not grant any privilege to one of them over the other. We 
cannot therefore accept any joint responsibility with Germany as regards Great 
Britain in order to pay Great Britain’s debt to the United States. On the other 
hand, we could not abandon our whole share of ‘*C”’ bonds in a partial settlement 
of interallied debts; we must in any case, come to terms in advance with the 
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Government of the United States, which, being also our creditor, has an interest in 
preventing any injury to our financial position, 

We moreover repeat what we have already had the honour of mentioning to 
the British Government, as appears from the last French Yellow Book (See Docu- 
ments Nos 23 and 31). We are quite ready to take into account, in the general 
settlement of reparation and interallied debts, the present position of Germany. 
It would be easy to agree for such part of the German debt as corresponds to the 
reconstruction: of the devastated areas to be paid as quickly as possible, and to 
postpone to a later and determined date the examination by the Reparation Commis- 
sion of the payment of the second part of the debt, it bemg understood that consi- 
deration of the payment of the war debt shall by common agreement be postponed 
until the same date. 

We do not suppose that Great Britain means to claim the interallied debts prior 
to the payment of reparations. She ought certainly to be the first to realize that 
France must first, in order Lo be able to discharge herself, have recovered her 
contributive power, have repaired her disasters and have placed herself in a position 
to meet German competition on equal terms. 

No doubt it is a British interest that Germany should be raised up; it certainly 
cannot be a British interest that France should be brought lower. 

Kindly accept, My Lord Marquess, the assurance of the very great consideration 


with which i have honour to be 


Your very humble and obedient seryant. 


RAYMOND POINCARE. 
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ANNEX. 


- From the Marourss Curzon or KEDLESTON 


to Count pe SaiNT-AULAIRE. 


Foreign Of ce, Aug. 


93 
ie 15 2. 


Your ExcELLExeY, 


1. The most sincere disappointment has 
been caused to His Majesty’ s Government by the 
replies which they have received under date of 
the 3oth July from the French and Belgian 
Governments to their identic notes of the 20th 
With those notes was submitted the 
draft of a joint Mlied answer which His Majesty's 
Government proposed should be sent to the 


ultimo. 


German memorandum of the 7th June. The 
proposal represented an earnest effort on the 
part of His Majesty's Government, whilst show- 
ing the utmost regard for the known views. of 
the French and Belgian Governments, to indi- 
caie a practical way of arriving as promptly as 
possible at a final settlement of the question of 
German reparations. 


2. His Majesty’s Government had understood 
that there were in the opinion of the French and 
. Belgian Governments two main obstacles stand- 


ing in the way of any fresh move in seeking 


*such settlement : (1) the necessity of scrupulously 


respecting the rights of the Reparation Commis- 
sion under the T reaty of Versailles as regards 


the fixing of the German debt and determining ~ 


the modes of payment; and (2) the attitude cf 


The French detailed answer follow ing the 


paragraphs of the British memorandum, 


1. We regret not to be able to understand 
His Majesty's Go- 


vernment has been for a long time informed of 


the British disappointment. 


our views (See inter alia, in the Livre Jaune, the 
conversations of M. de St. Aulaire and our two 
notes). Unfortunately, we have not up to now 
realized the effort which the British Government 
say they have made in order to come nearer the 
French views, that is, the normal carrying out 
of the Treaty of Versailles, but we are convinced 
that their good will and our own will shortly be 


in harmony. 


2. There are not only the two obstacles re- 
ferred io. There is also our determination 
stated over and over again, not to relinquish one 
farthing of our reparation claims, which are 
sacred and unlike any other claim. There is, 
besides, our determination not to release the 
guaraniee we now hold before we obtain the 


entire payment of reparations. 


the German Government in encouraging passive 
resistance to the Franco-Belgian occupation and 
exploitation of the Ruhr. 


3. With both these questions, accordingly, 
His Majestys Government proposed, in their 
suggested reply to the German memorandum, to 
deal in a manner which they confidently 
expected would commend itself to their Allies. 
How completely they have been disappointed in 
ihis expectation is made manifest by the contents 
of the notes in which the French and Belgian 
Governments have replied to their proposals. 


4. His Majesty's Government acknowledge 
with much appreciation the courteous tone of 
those notes. Ifthey now proceed to comment 
upon them, they trust that their remarks will be 
received in the friendly spirit in which they are 


offered. 


5. A reply seems to be all the more necess- 
ary, since, in the desire to avoid controversy at 
a critical phase, His Majesty's Government 
refrained from sending any rejoinder to the 
observations which the French and Belgian Go- 
yernments communicated to them over a month 
ago in reply to the so-called questionnaire which 
1 had addressed to the two Governments. | Soon- 
er than embark upon any controversy with 
their Allies , His Majesty’s Government preferred 
at that time to submit a definite plan of action, 
under which they proposed that the suggested 
enquiry into Germany's capacity to pay should 
be conducted within the framework of the Treaty 
of Versailles, and that the German Government 
should be called upon to withdraw the orders 
and measures by which they have enjoined 
passive resistance. Furthermore, in order to 
comply with the declared objection of their 
French and Belgian Allies to any specific bargain 
being made on this point with the German Go- 
vernment, the British proposals were restricted 
to an intimation that if the German Government 
were to abandon passive resistance without delay, 
not only would this be regarded as an evidence 
of good faith but it would involve a reconsidera- 


DE 


3. The British draft reply to the German 
note Look no account of what was considered as 
essential by France. ‘We said that if any reply 
Was sent to Germany, it had, in our opinion, to 
deal only with the cessation of passive resistance, 


a preliminary and predominant question. 


4. The French reply, though firm, was as 
We are 


sorry to see that, though very courteous also in 


courteous in substance as in tone. 
tone, the British reply is at bottom not very 
conciliatory, but we shall do our utmost to remove 


the misunderstanding. 


3. It did not depend upon us to assist the 
British Government in proceeding along the 
diplomatic lines they themselves started upon, 


We think 


the former method would have proved far 


instead of resorting to publication, 


preferable. 


tion by the occupying Péwers of the conditions 
of their occupation and a gradual return to the 
normal features of industrial life in the Ruhr. 


6. [tis difficult to think in what way greater 
consideration could have been shown to the 
Franco-Belgian point of view. 


7. The reception, however, that has been 
accorded to these proposals by the French and 


Belgian Governments in their respective notes of 


the 3oth July, leaves His Majesty’s Government, 
notwithstanding the terms of courtesy employed, 
under the painful impression that neither are 
their suggestions welcomed by their Allies, nor 
is their offered co-operation held to merit con- 
sideration except on condition that no departure 


be made in any one particular from whatever . 


France and Belgium declare to be their overri- 
ding views and decisions. 


5. It is true that the Belgian reply appears at 
first sight to be less uncompromising than the 
French note. But on closer examination it is 
seen that the attitude of the two Governments is 
for all practical purposes identical, and that, 
though the Belgian Government appear to be 
especially anxious for the continuance of friendly 
conversations, it is only upon condition that the 
substance of the Belgian claims is conceded in ad- 
vance. Accordingly, His Majesty's Government 


ask leave to deal with the twe replies in a single 
answer. 


9. The first point that has struck His Majesty's 
Government is that in neither is there any allu- 
sion whatsoever to the terms of the draft reply to 
the German memorandum which His Majesty’s 
Government had proposed. The Belgian Govern- 
ment, indeed, still remain in favour of the 


6. The British Government gives us to under 
stand they have taken into consideration our 
Their note of the goth. July 
seems, however, to take no account of all the 


point of view. 


statements made by the French Government at 
the last London and Paris Meetings and of all 
that the French Ambassador was directed to 
explain to His Majesty’s Principal Secretary of 
State for Foreign Affairs. 


7. If our response has disappointed the Bri- 
tish Government, it is because the Note of the 
20th of July held our statements as null and 
void. We had to repeat them and to make 
them more precise in our note of the 3oth of 


July. 


8. It is for our Belgian friends and allies to 
give a special reply on this point. 


9. We could not refer to the draft letter 
attached to the British note of the 2oth of July, 
as the wording of this draft showed that no no- 
tice had been taken of our previous indications. 


+ We had to confine ourselves to once more throw- 


ing light on the fundamental principles about 


principale of a joint reply, but the French 
Government pass the proposal over in complete 
silence. And yet this was the main object to 
which, in their desire for the continued mainten- 
ance of Allied unity, His Majesty s Government 
had devoted their efforts. The omission is 
hardly compensated by a series of argumentative 
passages, enquiries on points of detail, and 
offers of further discussions and conversations, 
holding out a prospect of an indefinitely spun-out 
controversy, whilst fundamental principles are 
only mentioned in order to declare that they do 


not admit of discussion. 


10. It may perhaps be said that the Belgian 
reply does not reject, as categorically as does 
the French , the proposal for a fresh investigation 
of Germany's capacity to pay. But the consent 
of the Belgian Government to such an enquiry 
is made conditional upon obtaining for Belgium 
and for France pecuniary advantages of a far- 
reaching kind at the expense of their Allies, and 
notably of Great Britain. Such a suggestion 
appears to His Majesty s Government to reveal a 


palpable misconception of the situation. 


11. It will not be contested that there can be 
no use in demanding from Germany more than 
she is capable of paying. | What is the maximum 
she can pay, is a question of supreme importance 
to all her creditors. It is a question of establish- 
ing a fact, on the ascertainment of which any 
practical arrangements or combinations for obtai- 
ning payment to the fullest extent possible must 
be based. The British Government accordingly 
proposed to take steps to ascertain this important 
fact. Belgium replies that she will not consent 
unless a corresponding adyantage is obtained by 
herself and by France. His Majesty's Govern- 
ment could not willingly enter into any such 


transaction. 


12. While the Belgian note does not indicate 
any precise claim, official and semi-oflicial, pro- 
nouncements by and on behalf of French and 
Belgian Ministers have made it clear, that the 
French Government wish to insist on a mini; 


cl 


which, in our opinion, no discussion can be 
allowed to take place. 


‘10. We leave the Belgian Government to 
answer this point. 


11. We confess our inability to unders- 
tand the reasons brought forward in the British 
note on the capacity of payment of a country. 
The present German capacity of payment is 
naught, as a result of the Reich’s own will. Any 
estimate by experts would prove useless: Do 
the British Cabinet wish to cancel the German 
debt on the plea that Germany's capacity to pay 
Is temporarily reduced to nil? Is that the con- 
clusion it has reached ? 


12, We said that the German debt had been 
fixed under the Treaty, by the Reparation Com- 
We added that we upheld the whole 
of our claim against Germany, but that we were 


mission, 


prepared to give up such part of it as would 
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mum payment to them of 26 milliard goid 
marks over and above the amount required to 
meet their debts owin to this country and to 
the United States, and ihe Belgian Government 
on a minimum payment of 5 milliard gold 
marks, for which,-or for part of which, they 
now ask for further priority. 


13. Ifthe estimate made on a 5 per cent. 
basis by M. Bokanowski, the Rapporteur of the 
French Budget, which put the present value of 
the annuities under the Schedule of Payments 
at 65 milliard gold marks, may be accepted as 
an approximately correct basis of calculation, 
the share of France and Belgium as fixed by the 
percentages established under the Spa Agree- 
ment (52 and 8 per cent. respectively) would 
not exceed 34 milliards for France and 5.2 mil- 
fiards for Belgium, even if Germany were in a 
position to pay the total figures of the Schedule. 
But Belgium has already, under the agreement 
which entitles her to priority payments of 
2 1/2 milliard gold francs (Æ 100 million), re- 
ceived approximately 1 1/2 milliard gold marks 
(Æ 73 million sterling), à sum far exceeding the 
receipts of any other Power. Though this 
priority was given when the total sums expected 
from Germany were immensely larger than any- 
thing that is now likely to be received, it has 
not been reduced proportionately, and it has 
therefore operated to give Belgium an increa- 
singly disproportionate share of actual receipts 
up to date. In addition, she has been entirely 
relieved of her war debts tothe Allies, amounting 
tol neary Æ 300 million sterling. 


14. France, on the other hand, when counting 
on receiving 34 milliard gold marks from Ger- 
many, would have to balance this amount against 
her debt to this country, representing about 
12 milliard gold marks, and her debt to the 
United States, amounting at least to the equiva- 
lent of 15 milliard gold marks, or, together, 
27 milliards, which, being set off against the 
34 milliards to be obtained from Germany, 


_ figure far below the theoretical one. 


correspond to those of our war debts: which 
would be cancelled. 


13. According to the resolution taken by the 
Reparation Commission, under the Treaty, the 
amount of.the German debt is 132 milliards. 
The present value of this amount cannot be 
expressed, since the payment of the most 
important part of it (the G Bonds) is postponed 
lo an indefinite date. 

The estimate made by M. Bokanowski is but 
a proof of the very serious wrong already inflic- 
ted on us by the Schedule of Payments, redu- 
cing the present value of the German debt to a 
The cal- 
culation of the Honourable Member ofthe French 
Parliament likewise proves that it is possible, 
without reducing the amount in principal of the 
German debt, to lighten the payment by com- 
plying with the procedure stated in Article 234 
of the Treaty. The moratoria successively 
granted to Germany since 1921 have still further 
reduced the present value of this debt. It is 
therefore needless to overthrow the Treaty. 

We leave it to Belgium to reply about the 
priority that was granted to her. But France 
cannot forget that Belgian territory was the first 
to be invaded by Germany and that it is this cri- 
minal violation of the liberty and rights of a 
small and gallant country that gave the war its 


real significance. 


14. France never reasoned solely in her own 
interest, as is implied without any justification. 

She never said she would be content to re- 
ceive 34 milliards. Our claim, as theoretically 
fixed, amounts to 68 milliards ; our theoretical 
debts, subject to the adjustments that will have 
to take place, vary between 25 and 27 mil- 
liards. These are the figures to be set against 
each other and not those of 34 and 27. Our 


would leave France with a balance of 7 milliards. 
When, therefore, it is now suggested that she 
ought to receive 26 milliards net, her total debts 
to Great Britain and the United States being 
cancelled, it will be een that the demand is for 
an amount between three and four times larger 
than would, on balance, fall to her share under 
the existing agreements. — It is difficult to see on 
what grounds a failure of Germany to meet her 
obligations, by which Great Britain is propor- 
tionately damnified equally with her Allies, can 
be held to justify a claim by France to be placed, 
at the expense of her Allies, in a far more f vou- 
rable position than she would have occupied 
under the Schedule of Payments itself. 


15. The Belgian proposal to grant a special 
priority for the restoration of devastated areas 
seems to rest on a somewhat artificial distinction 
as regards damages inflicted by the enemy in 
the late war. It is a suggestion not merely that 
priority should be conceded to material damages 
over the cost of war pensions, but that one par: 
ticular type of material damage, namely, damage 
by land, should be selected for priority, to the 
exclusion of other forms of material damage. 
No justification for such a proposal can be found 
in the armistice terms or in the Peace Treaty; 
hor is it easy to conceive what argument can be 
adduced to support it. Sunk ships and cargoes 
rotting at the bottom of the sea may not shock 
the eye like the rained villages of France and 
Belgium. But they are equally material damage 
caused by German aggression, and represent 
Great 
Britain’s proportion of reparations would not in 


equally heavy losses of national wealth. 


fact be seriously altered as a result of priority 
couceded to material damages. Nevertheless, 
His Majesty's Government would not be in 
favour of priority even on that basis, if only for 
the reason that certain other Allies would be 
gravely and adversely affected. 


16. In practice the suggested priority would 
he equivalent to an alteration in favour of France 
and Belgium of the percentages of division fixed 


claim against Germany has been dealt with in 
a Schedule of Payments reducing it to X mil- 
liards, but our debts have not been submitted 
to any arrangement, and we cannot expect from 
our Allies less than has been granted to Ger- 
Has not the British debt to the United 
States been settled by an arrangement that re- 


many. 
duces its present value by 30 0/0? The figures 
of paragr. 14 therefore place the position in an 
unintentionally inaccurate manner before public 


opinion. 


Sy 


The British Cabinet takes account of the naval 


Here again it is for Belgium to reply. 


material destroyed which is a material damage 
But 


is not the British mercantile marine reconstruc- 


exactly like the loss of the cargo on board. 


ted, her German competitor being destroyed or 
restored only thanks to ships sold to her by Eng- 
land ? 


mines are not yet reconstructed on a pre-war 


On the other hand French works and 


scale, whilst German industry is in full swing. 


16. This question concerns Belgium. 
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by the Spa Agreement. For itis clear that if 
Belgian and French claims in respect of their 
devastated regions are to be met in full before 
the claims of the other Allies are considered, 
are diminished, the loss represented by such 
diminution must inevitably fall on those not en- 


. joying the privilege of priority. 


17. His Majesty’s Government cannot admit 
that there is ‘any ground whatever for revising 
the Spa percentages. The principe of a percen- 
tage division is not affected by a change in the 
total to which the percentages apply. His 
Majesty’s Government cannot leave out of ac- 
count the position of their own country. Apart 
from the extensive material damages suffered by 
Great Britain, His Majesty's Government are now 
involved in heavy payments to meet unemploy- 
ment, in respect of which they have been com- 
pelled to spend over £400,000,000 since the 
armistice. They alone, among the Allies, are 
paying interest on debts incurred abroad during 
the war, representing a capital sum due to the 
United States Government of £.1,000,000,000 
at.the present rate of exchange. They alone 
have been deprived, in the Allied interest, of fo- 
reign securities estimated at from £ 700,000,000 
to £.800,000,000, which would otherwise sub- 
stantially assist in the payment of the British 
debt in America. Notwithstanding these gi- 
gantic burdens, Great Britain made an offer at 
the Paris Conference of January last to forego her 
rights to feimbursement of her damages, and 
expressed her readiness, by reducing the debts 
of the Allies, to treat her share of German repa- 
rations as if it were a repayment by her Allies of 
their debts due to her. 


and it is impossible, to ask the British taxpayer, 


It would be inequitable, 


already much more heavily burdened than his 
French and Belgian allies, to make further sacri- 
fices by modifying the Spa percentages for the 
benefit of France and Belgium. 


18. Whilst the Belgian Government attach 
to their consent to an investigation by impar- 
tial experts of Germany's capacity to pay, 


U7. It was not France that asked for a mo- 
dification of the percentages. She does no! 
however disregard the fact that Great Britain has 
made a serious effort to restore her finances and 
pay her debts. We might probably have been 
able to act likewise but for our devastated re- 
gions which we have been compelled to recon- 
struct ourselves. This entailed sacrifices far 
more important than those which England has 
made. 

The British had to deprive themselves of 
their foreign securities in the allied interest. 
But did we not do the same and for amounts 
that were perhaps as considerable, if not more 


so? 


18. It was the British Government that 
courted our questions when they mentioned in 


vague and not very comprehensible terms a 





3 condition which renders such consent of little 
value, the French Government reject the plan 
altogether, and appear to justify their refusal by 
putting a series of questions which might lead to 
an indefinitely protracted discussion at a time 
when prompt decision is of essential importance. 
As, however, M. Poincaré has asked for answers 
on the several points which he has raised, they 
may be briefly grven. 


19. Astonishment is expressed that anyone 
should question the justice of the Reparation 
Gommission’s decision in fixing the total amount 
payable by Germany at 132 milliards of gold 
marks (Æ 6,600,000,000), and M. Poincaré 
«ces no reason why «an estimate made to-day 


«by experts, whoever they may be, should be. 


Tt is 
not clear to what estimate of 1921 reference is 


«more exact than that made in 1921 ». 
made. The Reparation Commission's fmding 
of 132 milliards of gold marks was a simple 
estimate of the amount of the damages for which 
compensation was claimable under the treaty, 
without any regard to the question of Germany's 
It is true that the Sche- 
dule of Payments subsequently adopted, while 


eapacity to pay them. 


purporting to provide for the payment of the full 
amount of the damages, in fact granted substan- 
tial concessions by extending the period of pay- 
ment beyond that laid down in the treaty, and 
by waiving ‘the payment of interest for a long 
period in respect of a large part of the debt. 
These concessions represented, even in the opi- 
mion of the Rapporteur of the French budget, 
a virtual reduction by approximately one-half of 
the sum of 132 milliards, and the fact that they 
were approved by the Allied Prime Ministers in 
drafting the Schedule of Payments (subse- 
quently accepled by the Reparation Commis- 
sion) effectively answers the contention that the 
sum, as originally fixed, was not considered too 
high by anybody. At the same time, it cannot 
be said that the concessions were the outcome 
of anything that could be described as an expert 
enquiry into Germany's capacity to pay. 


ie 


Commission of impartial experts; nor do they 
answer those questions. They merely repeat, 
on the subject of the capacity of payment, some 
statements, the nugatory character of which we 


have already demonstrated. 


19. Once more we ask for the application of 
Article 234. Nothing can prove better than 
M. Bokanowski’s estimates to what extent the 
debt can be lightened simply by changing the 
intervals of the instalments, without it being ne- 
cessary to discuss the amount of that debt. It 
is for the Reparation Commission to make from 
time to time an estimate of Germany's capacity 
io pay, in order to follow up its variations and to 
arrange the Payments accordingly. 


ae 


nes, |< Hy pees 


20. The French Government are quite right 
in declaring that the duty of adjusting the Sche- 
dule of Payments to that capacity in accordance 
with article 234 of the treaty is one which still 
remains to be discharged. 


ot. They say that during the Peace Confe- 
rence the American expert estimated Germany's 
capacity to pay at 120 milliard gold marks. 
His Majesiy’s Government have not been able to 
trace in their records any American expert esti- 


mate of 120 milliards, though they have found 


one of 60 milliards and another of 240 mil- 
liards. There was also a French estimate of 
800 milliards, anda British estimate of 480 mil- 
liards. Thé truth, of course, is that at that 
time there was no experience of attempts to esta- 
blish and enforce inter-State obligations of such 
maguitude, to which experts could look for gui- 
dance. It is precisely because such experience 
bas become available’ during the last five years 
that a fresh enquiry is urgently called for. 


22. The duly of making the ultimate deci- 
sion rest in parton the Reparation Commission , 
and in part on the Allied Governments, seeing 
that, if circumstances necessitate a cancellation 
of any part of the capital debt, the specific autho- 


rity of the several Governments represented on 


the Commission is required. itis a duty which 
must, in terms of the treaty, be performed with 
sole reference to the resources and capacity of 
Germany. The Governments represented on 
the Commission ; in deciding whether or not to 
authorise the cancellation of a part of the Ger- 
man debt, are in the position of trustees, since 
the interests affected are not enly their own , but 
also those of the Governments not represented 
a consideration which 
His Majesty’s Government venture to think the 


on the Commission 





French Government must have overlooked when 


stating that «France will never consent to such 
«cancellation except in the proportion in which 
«her own war debts may be cancelled. » 


20. No remarks. 


21. If, just after the war, the estimates of 
Germany's capacity to pay, based on pre-war 
conditions, did occasionally vary between 60 
and 800 milliards, how is it possible to reach a 
more accurate valuation in the present economic 
chaos, when Germany systematically hides the 
truth and distorts all statistics? The five years 
which have just elapsed , far for making possible 
a final estimate of Germany's capacity to pay, 
have shown that such an inquiry would lead te 
the most discordant results. 

The estimate of 120 milliards of gold marks 
mentioned in our note is to be found in the 
chapter « Reparations » by M. Lamont, and in- 
serted in the book « What really happened in 
Paris in 1918-1919», written by Col. House 
(See the French translation published by Payot, 
1923, Paris). 

22. The British Cabinet recognise that the 
unanimity of the Governments is essential for 
any reduction of the German debt. We have said 
clearly enough that such unanimity did not 
exist. We cannot give up a portion of a debt the 
collection of which is a vital matter for France, 
and we know that Germany is and will always be 
wealthy enough to pay us. She has merely to 
will it. She is spending more to-day in order to 
resist us than she would have to expend to fulhl 
her obligations. 

The British note alludes.to the interests of the 
Governments which are not represented on the 
Commission, of which interests France is sup- 
posed to take no acccunt. France need not be 
reminded of her dutics towards the other nations. 
She has never forgotten them. But if certain 
countries at the present hour do suffer from 
anything, it is due to the position in which Ger- 
mary voluntarily places the world and to which 
we wish to put an end, 
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23. An enquiry, therefore, by impartial 
experts into German capacity, held to assist the 
Reparation Commission, and (should a cancel- 
lation of a part of the debt be regarded as neces- 
sary) the Allied Governments, to carry out their 
duties under that article, clearly cannot be held 
to violate any principle expressed or implied in 
the treaty. 


24. Both the French and the Belgian notes 
dell on the special qualifications of the Repa- 
ration Commission to carry out itself any neces- 
sary enquiries. This is a claim which cannot 
be sustained without serious qualification. In 
the absence of an American representative (as 
originally contemplated), France and Belgium 
are in a position, with the aid of the casting vote 
of the French Chairman, to carry any resolution 
over the heads of the British and Italian repre- 
sentatives, and it is notorious that in these cir- 
cumstances the Commission has become in 
practice an instrument of Franco-Belgian policy 
alone. 


25. The French Government ask how it is 
proposed that the impartial expert commission 
should be constituted. His Majesty's Govern- 
ment consider that the more comprehensive its 
constitution, the greater will be the value of its 
findings. They would willingly see upon it 
nominees, not only of the Powers entitled to 
reparation, but of the United States of America, 
of Powers which took no part in the late war, 
and, it would seem desirable, of Germany her- 
self. If, however, the French Covernment 
would prefer any other form of constitution, 
His Majesty's Government would be happy to 
consider it. 


26. As regards its relation to the Reparation 
Commission and to the Allied Governments : 
while for their own part His Majesty's Govern- 
ment would be entirely willing to enter into an 
agreement by which the several Governments 


23. Either this Commission of Experts is the 
Reparation Commission itself and its agents — 
in which case, what is the good of all this dis- 
cussion? — or else it supersedes the Reparation 
Commission, and in that case it is contrary to 


the Treaty. 


24. We are afraid unfortunately that in this 
paragraph lies the whole secret of the plan 
defended by the British Government, and that 
also it does not give its true signification to the 
adjective “impartial” which the London Cabinet 
continues to add to the word “experts”. Asking 
for impartial experts means that the Reparation 
Commission in its present form is deemed to be 
partial. One forgets that France alone is ent- 
itled, under the very arrangement concluded at 
Spa, to 52 °° of the German debt. 

Let-us add, that only once in fact has the 
French Chairman of the Reparation Commission 
had occasion to make use of his casting vote, 
and that about Hungarian matters and not Ger- 
man questions. 


25. We have nothing else to propose on this 
head to the British Government save the carrying 
out of the Treaty and maintenance of the Com- 
mission asitwas constituted. Theestablishment 
of an International Commission would be a 
negation of the Treaty signed by Great Britain 
as by all the other Allies. 


26. The former system would léad to this- 
that the Commission would be completely de- — 
prived of its functions and the Treaty of Ver- 
sailles would be openly revised; and this would 
be tantamount toa public and selemn abandon- 
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would bind themselves in advance to recommend 
to the Reparation Commission the acceptance 
of the findings of the body of experts, they would, 
if the French and Belgian Governments are not 
prepared to go so far, be content that the func- 
tions of the experts should be advisory only. 


27. Both the French and Belgian notes chal- 
lenge the British contention that it is in the best 
interest of the Allies that whatever figure be 
finally decided upon as representing Germany's 
total liabilities, it should be accepted by the 
German Government as just and reasonable. 
They point to the fact that the German Govern- 
ment have, in the past, repeatedly failed to act 
up to their undertakings. 


28. His Majesty’s Government remain of 
opinion that an undertaking freely entered into, 
because acknowledged to be just and reasonable, 
stands, in practice, on a different footing, and 
offers better prospects of faithful execution, than 
an engagement subscribed under the compul- 
sion of an ultimatum, and protested against at 
the very moment of signature as beyond the 
The Repa- 


ration Commission itself, as well as the princi- 


signatorys capacity to make good. 


pal Allied Governments, has had, on occasion, 
to recognise that the German Government was 
not in a position to carry out particular cbliga- 
tions which it had been compelled to undertake. 


ment of the undertakings agreed upon between 
the Allies. 

The second alternative would less openly 
reach the same result. It might eventually, by 
opposing an international body to the Reparation 
Commission, weaken its authority and create a 
rivalry between dual powers. 

The Reparation Commission may, at any 
time, elect experts and entrust them with defi- 
nite missions. But we could not accept that, 
under the plea of enlightening it, itshould be 
beheaded; and that, under the pretext of getting 
others to check Germany's capacity to pay, the 
rights of France should be impaired. 


27. We 


anxiety which we have expressed on this point. 


indeed continue to feel all the 


28. The British reasoning is in fact quite 
right as regards the relations between the Allies. 
Indeed, when we consider that a reduction of 
the rights sought to be imposed upon us is nei- 
ther right nor reasonable, we hope that the Bri- 
tish Cabinet will kindly take into consideration 
But after a four 
years war, in which France had ten Departments 


our legitimate resistance. 


destroyed and lost more than 1.400.000 of her 
sons, how can she forget altogether the harm 
done by defeated Germany and how can we wait 
till Germany willingly recognizes her debts ? 
When did she ever seem prepared to admit any 
figure as right and reasonable? Aud when she 
has said she admits it — what guarantee shall 
we have for the morrow ? 

Besides, Art. 234 and numerous provisions 
of Annex II are precisely intended to remedy 
the inconvenience of such steps as might exceed 
the ability of Germany to carry out her obliga- - 
tions. 


29. It will be: remembered. that the sugges- 


tion of an enquiry by experts, of which the first. 


idea: originated) with the: American Secretary of 


State, included a voluntary engagement by the: 


German: Government to) acceptiand give effect to 
whatever conelusionsithe expertsmight arrive at. 
His Majesty’s Government are not convinced that 
such an engagement deserves to) be treated. as: of 


no values. 


30: The subjeet of the occupation of- the 
Ruhr gives rise to à number of propositions in 
the French: note to whieh: iti is necessary to 
Whilst: His. Majesty's: Government have 


indicated their readiness to join in advising the 


reply. 


German Government. to) withdraw without delay 
the ordinances: and: deerees which have organi- 
sed and promoted passive resistance, they cannot 
subscribe to the thesis that passive resistance 
must cease unconditionally because it is con- 


trary to the Treaty of Versailles. 


31. France and Beïgium hold that the occu- 
pation has been effected in virtue of the authority 
conferred by paragraph 18 of annex I to Part VII 
ofthe Treaty. The German Government have 
consistently contended that such: an operation 
does: nob, on a proper interpretation of that 
paragraph. falliwithin:the category of economic 
«and financial prohibitions and: reprisals and:in 
« general such other measures: as the-respective 
«Governments may determine to be necessary 


«in. the eireumsiances »: 


32. The highest: legal authorities in: Great 
Britain: have advised: His: Majesty's Govenmnent 
that the contention of the German Government 
is well founded, and His Majesty’s Government 
have never concealed.their view that the Franco: 
Belgian: action in: oecupying the Ruhr, quite 
apart from the question of expedieney,. was net 
à sanetion- authorised: by the Treatyyitself, But 
they would: be quite willing:that this or any other 
diflerence respecting: the: legal interpretation of 
Vital! provisions: of the Treaty — im so far assthey 


cannot be resolved hy unanimous decision. of 


36) — 


29:. Once more, never up to now has the 
German Government shown any, good will. Why 
should: it change when: face to: face with the 
Allies: benevolence ? France does not any more 
than Great Britain: think of humiliating Ger- 
many, but she entertains no delusions about the 
results of a policy of weakness. 


30. We-are sorry not to be able to agree on 
this point with the Bristish Government. 


31. The British Cabinet, when clearly sup- 
porting here the German contention, is int eon- 
tradiction with the ideas formerly and repeatedly 
upheld. by Great Britain. 


32. We have no need whatever to» bring, 
before. any jurisdiction a divergency of opinion 
We have 


merely to refer to the opinion previously ex- 


as to the interpretation of Art. 18. 


pressed by, the British Government itself. 


ey —— 


the Reparation Commission under paragraph 1 2 
of annex IT — whether arising between the 
Allied Governments and the German Govern- 
ment, or between different Allied Governments, 
should automatically by referred to the Inter- 
national Court of Justice at The Hague or other 
suitable arbitration. 


33. The French Government have endea- 
_ voured to convict His Majesty's Government of 
inconsistency in now refusing to acknowledge the 
legality of the occupation of the Ruhr under 
paragraph 18 of annex I, when on two former 
occasions they joined in the presentation of ulti- 
mata threatening such occupation, and when in 
1920 they actually participated in the occupation 
of Düsseldorf, Duisburg and Ruhrort. 


The action then taken or 


There is 
no inconsistency. 
threatened was never claimed to be in pursuance 


The 
Allies jointly decided to threaten Germany with 


of the Reparation Clauses of the Treaty. 


the occupation of further territory just as they 
might have threatened her with a renewal of war, 
for her failure to perform her Treaty obligations, 
some of which had no connection whatever with 
Reparations. 


34. In the view of His Majesiy’s Government, 
it cannot degitimately tbe claimed that the mea- 
sures which the Allies are, underparagraph 18 
of annex II, authorised to take in cértain-emer- 
gencies, include the military occupation of terri- 
tory. Such occupation forms ihe subject of the 
special provisions of Part XIV of ‘the Treaty, 
dealing with Guarantees. It is ithe aight to 
occupy the left bank of the Rhine and the 
bridge-heads, which has been:given to the Allies 
“as a guarantee forthe execution of the Treaty”. 
Mereover, article 430 particularly stipulates 
‘that af the Reparation Commission finds ‘that 
‘Germany refuses to observe the whole or part of 


33. The -asserttons contained in this para- 
graph are quite inaccurate. Tf England ‘has, as 
she says, thought of starting war again, France, 
She has 


only sought the carrying out of the ‘Treaty ‘by 


for ‘her part, never had such an idea. 


the means offerell to ‘her'by the Treaty itself. 

Moreover, When the Spa Protocol was drawn 
up on the 16th. July 1920, ‘the question really 
in point was reparations. 

“WIT. Hf by November 15, 1920 it is ascer- 
tained that the total deliveries for August, Sep- 
tember and October, 1920 have not reached 
6.000.000 tons, ithe Allies will proceed ‘to the 
occupation of a further portion of German ‘terri- 
tory, either the region of ‘the Ruhr or some 
other’. 

Therefore reparations was the question at 
issue and even one special part of reparations. 

England then considered the occupation of 
the Rubr as quite legitimate. If she has chan- 
ged her mind, that is her concern ; but, for our 
part, we do not wish to-day any more than in 
1920, to undertake any act of war and we have 


simply remained consistent with ourselves. 


34. England did not reason in this way in 
1920.and 1921. Thrice have the Allies decided 
an new occupations : on July 16th 1920, 
March gth and May 5th, 1921. England parti- 
cipated in those decisions. She then considered 
that paragr. 18 gave the Allies the absolute 
right to take not only economic and financial 
sanctions or other reprisals, bat in general such 


other measures :as the respective Governments 


deemed necessary and this without these mea- 


sures being regarded by Germany as acts of war. 
As regards article 430 the answer to the re- 
mark of the British Government is given on 


page g of the present note. 


LES. 


her obligations under the Treaty with regard to 
reparations, the whole or part of the occupied 
terrilories , which may already haye been eva- 
cuated, “will be immediately reoccupied”. It 
would have been idle to stipulate expressly for 
such reoccupation in case of default on repara- 
tions, if the Allies had already an unlimited 
right to occupy any German territory under 
another clause of the Treaty. 


35. If His Majesty’sGovernment have hitherto 
abstained from formally contesting the legality of 
the Franco-Belgian occupation as an act autho- 
rised by the Treaty, they have done so solely in 
conformity with the spirit of the declaration, 
made by Mr. Bonar Law at the Paris Conference 
in January last, that His Majesty’s Government 
desired to avoid causing any needless embarrass- 
ment to their Allies. This should not be made 
a reproach to them. His Majesty’s Government 
would not even now have taken up this question 
of legality , had they not been challenged to do so. 


36. The French and Belgian Governments 
argue that if only Great Britain had joined in the 
occupation there would have been no passive 
resistance and an abundant flow of reparation 
payments would have been assured. Holding 
the views which they did, both as to the legality 
and the practical value of the operation, it was 
not possible for His Majesty’s Government to take 
part in it. But even if they had done so, and 
even if passive resistance had never been started 
or were now coming to an end, it is not clear 
how this would bring the problem of reparations 


appreciably nearer to a solution. 


37. The French Government have now decla- 
red that the object with which they entered the 
Ruhr was not the prompt or complete payment 
of reparations, but the breaking of Gerimany’s 
resistance and the ereation of the will on her 
part to pay. But the will to pay is useless without 
the power, and Germany's power to pay is, in 
the opinion of His Majesty's Government, likely 


to be rapidly diminished, and in the end extin- 


35. Here again, the British Government is 
attributing to us an attitude we never assumed. 
We have never challenged them to take up the 
question of legality; on the contrary, it was 
agreed that it should be left aside (See our notes 
and our Livre Jaune, p. 48, N° 29). 


36. We never entered the Ruhr to find there 
immediately the money for reparations, but 
chiefly to create in the mind of the German Go- 
vernment the will to pay and to secure guaran- 
tees. We have said so over and over again. 
If production in the Ruhr has stopped, it is on 
account of passive resistance. We were seeking 
nothing save a pledge; it is Germany, of her own 
free will, who has stopped all work in order to 
rob us of this pledge. She would certainly not 
have done so if all our Allies had stood by our 
side and if she had not reckoned upon discord 


between us. 


37. We have not destroyed anything in the 
Ruhr. Germany’s capacity of production is grea- 
ter than ever. Will power alone is necessary to 
enable Germany to produce and to turn her 
capacity of production into a capacity to pay. 
The argument of the British Cabinet consists in 
ascribing to the occupation of the Ruhr a result 
which existed prior to this occupation; one 
cannot really forget that Germany had declared 


guished altogether, by a continuation of the 
occupation with its stranglehold on the most 
important centre of the most productive and the 
most highly and delicately organised of German 


industries. 


38. The parallel which the French Govern- 
ment seck to draw with German action in 1871 
can hardly be sustained. It is true that Germany 
refused to quit the French Departments which 
she occupied with her forcés until the indem- 
nity of 5 milliards had been paid. But this 
occupation was expressly provided for by the 
Preliminaries of Peace of 1871. No similar 
authority can be cited in the case of the Ruhr, 
and the real analogy in the present case is the 
occupation of the left bank of the Rhine, as 
provided for by the treaty, and from this no 
one has proposed to depart. 


39. Further, it may be pointed out that the 
recovery after the short campaign of 1870-71 
of an indemnity equivalent to 4 
gold marks—(a considerable percentage of which 
could be immediately covered in gold, and 
against which credit was given for the value of 
property in ceded territories, involving no ac- 
tual expenditure by France beyond internal 
payments in compensation for the interests of 
French nationals dispossessed )—is not really 
comparable to the enforcement of a thirty-three 
foki claim against a country financially exhausted 
by four years of strenuous warfare and blockade. 
The ease with which the indemnity imposed 
in 1871 was paid was largely the result of 
the credit facilities which France was able to 
obtain. Germany has, on the other and, suf- 
fered from a complete inability to obtain foreign 
loans, arising to a large extent from the jong 
period which elapsed before her reparation lia- 
bilities were defined, and the world-wide uncer- 
tainty as to her ability to discharge them. Yet, 
in spile of this, it is fair to state, though His 
Majesty s Government are by no means satisfied 
with the performance, that Germany has in fact 
paid in respect of reparations and the cost of 


milliards of 
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herself unable to pay and asked for a four years 
moratorium before we entered the Ruhr. 


38. We note with satisfaction that the British 
Cabinet does not think of suggesting the eva- 
cuation of the left Bank. But our occupation 
of the Ruhr, made under para. 18, is quite 
as justifiable as was the German occupation of 


1870. 


39. The campaign of1870-71 wasalongand 
arduous one for France and entailed the inva- 
sion of a large part of her territory, numerous 
requisitions and many ruins. This paragraph 
of the British note has caused a painful impres- 
sion in France. 

Once more, at the present time, after a new 
invasion ‘and devastations — unheard-of, France 
has already found the means to advance a 
hundred milliards of franes on Germany's 
account. In spite of Germary’s defeat, France 
has been paying up to now all her own repa- 
rations; and assuming that Germany has paid 
under various headings eight milliards since the 
war, it is not France who has derived any advan- 
tage from it. Moreover, the Treaty stipulated 
that twenty milliards had to be paid before the 
May ist, 1921 and we are now nearing the 
énd of 1923. 

Besides, is it true that the indemnity claimed 
from Germany is thirty-three times greater than 
the indemnity paid to Germany after 1871 ? 
First it must be noted that besides this indem- 
nity, France, after 1870, incurred the charge of 
the upkeep of the German troops, the loss of 
revenue from the ceded territories, the cost of 
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the arniies of occupation, more ‘than ‘twice ‘the 
amount exacted ‘from France “in 1871, ‘as avell 
as considerable sums in connection with the 
clearing offices and miscellaneous treaty obli- 


gations. 


40. The french Government are in error in 
attributing to His Majesty’s Government the sug- 
gestion that simultaneously with the advice to 
be given to Germany to abandon passive resis- 
tance, the Ruhr must be made to return to 
normal conditions of production. The sugges- 
tion made in the British note of the 2oth July 
was that proposals should be made for the resto- 
ration of the Ruhr to that condition which will 
enable it to become an area of fruitful produc 
tion, rather than one of international strife. His 
Majesty's Government confess to a sense of sur- 
prise and disappointment at the difficulties ap- 
parently felt by the French and Belgian Govern- 
ments in agreeing to so reasonable and so ad- 


vantageous a proceeding. 


h1. Although, in words of some vagueness, 
it is intimated that France and Belgium may, 
when satisfied that passive resistance has ceased, 
consult together as to how far they may find it 
possible to lighten the burden which the mili- 
tary occupation of the Ruhr Jays on the region, 
nothing tangible is suggested which would hold 
out any hope of the occupation being brought 
to an end, even when the avowed object of 


‘successive loans and ‘in addition ‘to this she paid 


“her military pensions , indemnities to ithe Depart- 


ments, towns and villages, Railway companies , 
etc. ‘the ‘total expenses amountimg to seven mil- 
liards in addition to the five milliards paid to 
Germany. On the other hand, the British 
‘Cabinet take into account neither the value of 
currency ‘nor the increase in ‘the wealth ‘of comn- 
tries “between 1870 and vg20, ‘after thalfva 
century of development unparalleled in history. 

France wished to pay. — ‘Germany has mot 
wished to do so. | 

In 1871, we paid the cost of ithe war, but gn 
1920 Germany refuses to pay for what she wil- 
tally destroyed, so as to put ms for years ima 
state of economic inferiority. 

It is painfal to find the British Cabinet do wot 
appreciate the merits of this difference mm heha- 
viour. 


40. There was no question of proposals» in 
the note of the 2oth of July, but of two absolute 
The «proposals» bore only on the 
modifications we would bring to the occupation ; 
they were, however, inacceptable, since thay in- 
volved evacuation before payment. 


conditions. 


4}. We have never used words of some va- 
gueness and we have never said nor given to 
understand that we should give up the guaran- 
tee we held as soon as resistance was broken and 
before complete payment. The alleviation has 
been indicated as definitely as could be. 


“ 
se 
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breaking Germany's will to resist has been at- 
tained. 


A2. His Majesty's Government believed that 
they were showing the fullest consideration for 
the position of France and Belgium, as well as 
ensuring the more effective guarantee of conti- 
nued and steady payments, when they suggested 
that the occupation would naturally terminate 
from: the: moment that guarantecs or pledges, 
less economically harmful, and more effectively 
productive, than: the oceupation of the: Rulnr, 
should have been not merely devised and ob. 
tained, but seen to be satisfactorily: operating. 


43. Even this suggestion is met by a definite 
réfusal.- Both the Frencli and the Belgiaw Go- 
vernments emphatically declare that there can 
be no question of evacuation except in propor- 
tion as payments are made by the Germam Ge: 
vérnment. Complete: evacuation is apparently 
not contemplated until the total German repa: 
The 
reiterated annouwreements' to this effect, coupled 


ration’ liability is integrally discharged. 


will the insistence on leaving undiminislyed the 
total of 13% milliards of German: indebtedness 
under the head of reparations, can only be 
interpreted as an intention to remaim in occu- 
patiow of the Rahr for a number of years, 
which, at best, cannot be less than 36 (this 
being the minimunr period over whielk tie dis- 
charge of the debt is sprea d under the Schedule 
of Payments) and whicli, in view of the generally 
admitted improbability of the complete exeeution 
of the Schedule being found practicable under 
any circumstances, may be extended indefinitely, 
if not im perpetuity. 


Kh. Such a situation, of which the political , 
quite apart from the economic, consequences 
could only be deseribed as disastrous, cannot 
but be viewed hy His Majesty's Government 
It would vividly 
conjure up the danger of international relations 
being affected in à manner threatening — to 
use the words of the 1 1th article of the Covenant 


with the greatest concern. 


M2... Here we disagree: on the substance: It 
cannot be:that. the. British Cabinet have not: read 
Weare 


quite prepared,, whem resistance has ceased), to 


the four Franeo-belgian communiqués. 


modify gradually the form of occupation and to 
secure, in agreement with the Allies, the super- 
But we shall 


not evacuate the: Riulky ins return for new pro- 


vision of the guarantees. still held, 


inises ; it is payment that we want.. 


A3. It depends upon Germany to see us soon 
out of the Rhur by placing herself, whilst resto- 
ring her finances, in a position to issue interna- 
tional loans and to free herself before the appoin- 
ted time. Hoping for our evacuation will be a 


stimulant to her. 


Ahk. We 
against the assumption that France wishes to 
We are 


not the ones who desire to prolong the present 


once more protest indignantly 


annex the Ruhr ox to remain there. 


situation. 

The British Cabinet threatens us with an 
appeal to the League of Nations, as if there were 
some danger or even a. possibility of war. Fron 


of the League of Nations — to disturb inter- 
national peace and the good understanding 
between nations upon which peace depends. His 
Majesty's Government cannot believe that the 
French and Belgian Governments will be able 
to reconcile the opinion of the world to the 


indefinite maintenance of so perilous a situation. 


A5. As it is, the occupation of the Ruhr is 
already having directly and indirectly a grave 
effect on the economic and industrial outlook, 
not only in Germany, whose capacity to pay 
reparations is rendered more and more pre- 
carious, but in the rest of Europe, if not the 


world, and not least in this country. 


i6. In their note of the goth July, His 
Majesty’s Government further proposed that in 
order to arrive at a comprehensive plan for a 
general and final financial settlement, inter- 
Allied discussions should be opened with as 
little delay as possible. The Belgian Govern- 
ment reply that they will be glad to-discuss such 
a plan if it be of the character that they have 
predicated in their note. The French Govern- 
ment, whilst questioning the propriety and 
apparently the legality of the suggestion, asks 
what exactly it means and whether it will include 
the question of inter-Allied debts. His Majesty's 
Government gladly avail themselves of this 
opportunity to explain their attitude on this 
subject. I have accordingly the honour to 


The 


main principle of the British scheme is that 


enclose a separate memorandum upon it. 


Great Britain is ready, subject to the just claims 


TD 


no point of view can we admit this way of-consi- 
dering the matter. 


45. France is in no way responsible for the 
economic crisis. It is Germany's resistance 
that prolongs a painful situation, everything 
which can encourage resistance in Germany con- 
tributes to that prolongation, and everything 
which does not discourage that resistance encou- 
The speech delivered by Chancellor 
Besides, the 


last statistics published by the British Goyern- 


rages it. 


Streseman is a fresh proof of this. 


ment as regards the month of July show that, 
since the occupation of the Rubr, namely from 
January to July 1923, the exportations and the 
importations of Great Britain have exceeded in 
weight and value those of the seven first months 
of 1922. England’s transport service, that is 
the one which is of the greatest interest to Bri- 
lish navigation, has increased by 13.5 °/, com- 


pared with the re-exportations of 1922. 


46. We are glad to know at last the opinion 
of the British Government on the question of 
interallied debts, but we regret not to be able to 
consider that opinion, as up to now explained, 
as reconcilable with French interests. It is quite 
natural that Great Britain should endeavour to 
recover from Germany what she owes to the 
United States; that is what we ourselves wish to 
do in the case of interallied debts. But Great 
Britain says : ‘* 1 have promised to pay 14.2 mil- 
liards to the United States, 1 shall ask the Allies, 
as regards my own claim, for whatever I do not 
get from Germany ”. 

In this way it would be the Allied debtors to 
Great Britain who would pay to her such part of 
the 14.2 milliards owed to the United States as 
Germany would not pay.Thereby the British 
Cabinet establishes a solidarity between Ger- 
many and Great Britain’s Allies, and the war 
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of other parts of the Empire, to limit her 
demands for payment by the Allies and by 
Germany together to a net sum approximating 
14.2 milliards of gold marks, this sam repres- 
cuting the present value of the recently funded 
British debt to the United States Government. 
‘The concessions which His Majesty's Govern- 
ment may be able to offer in respect of inter- 
Allied debts must accordingly depend largely on 
the percentage of this sum of 14.2 milliards 
They 


can only be granted in a substantive form when 


which they can recover from Germany. 


the general reparation settlement for which His 
Majesty’s Government are pressing has been 
agreed upon, and is such that His Majesty's 
Government can retard their share of the 
German payments as an asset of real financial 


value. 


47. To this end the first step must be to fix 
the maximum sum which the Allies can reason- 
ably hope to recover from Germany, to be fol- 
lowed, or accompanied , by arrangements which 
wil! ensure the effective re-establishment of Ger- 
many’s finances and credit on a sound basis, and 
will guarantee the punctual payment of the 
German debt by a system of control free from 
the economically unsound impediments inherent 
in the military occupation of the Ruhr. 


48. In the last paragraph of their letter, His 
Majesty's Government offered to discuss sympa- 


debts and interallied debts are placed on the 
same footing. 

Is it possible, however, to confuse the sums 
spent by the Allies to win the war and the sums 
owed by Germany through having destroyed our 
territories? Every pound sterling or dollar which 
France owes the United States or Great Britain 
represents allied blood saved. The gold marks 
which Germany owes represent allied blood that 
was shed. 

Morover, we cannot help noting a curious 
coincidence. The 14 milliards to which Great 
Britain appears to limit her claim against Ger- 
many represent exactly the percentage of Great 
Britain (22 0/o) out of the 65 milliard gold 
marks which the British Cabinet consider as the 
present value of the German debt (see paragr. 19 
of British note). On the other side, the interest 
of the German debt is 5 o/o, whilst the interest 
of the British debt to the United States was fixed 
The con- 


sequence is that the annuity which the British 


first at 3 o/o and then at 3.50 o/o. 
1 / 


Government owes at present to the United States 
Government is approximatively equal to the an- 
nuity to which they are entitled on their part of 
the A and B Bonds of the German Debt. Ac- 
cording to these calculations Great Britain 
would abandon nothing on the London Sche- 
dule of Payments. 

Where then would be the sacrifice made by 
her in exchange for those she asks from her 


Allies 2 


47. The British Cabinet ask us to start again 
along the lines followed on the 5th May, 1921. 
Germany having upset everything, another expe- 
riment does not appeal to us. 


48. This paragraph entirely misrepresents 
our idea, which was indeed quite clear. We said, 


thetically the question of future security with 
their Allies. The Belgian Government warmly 
welcome this offer. They will not, however, 
have failed to notice the remark of the French 
Government that the object has nothing to do 
with the Ruhr, and the consequent further post- 
ponement of the discussion to an unnamed date 
in the future. The Belgian Government will 
recollect from the discussion of 1922 that His 
Majesty's Gouvernment are not prepared to 
enter into any arrangement respecting the terri- 
torial security of Belgium apart from a similar 
arrangement in regard to France. Having re- 
gard to the now declared indifference of the 
French Government, no useful purpose can be 


served by pursuing the matter. 


49. The argument which has been put for- 
ward in this note may be summarised as fol- 
lows : — 


50. His Majesty's Government have at no 
time contemplated and do not now contemplate 
that Germany shall be relieved from all repara- 
tion payments. They are determined that Ger- 
many shall pay, up to the maximum of her ca- 
pacity, the reparation to which Great Britain, 
equally with the other Allied Power, is entitled, 
and which is needed to make good the losses sus- 
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literally, that whilst the two questions of Repa- 
rations and Securily were distinct “We should 
always be glad to talk this matter over with the - 
British Government.” Obviously this meant: 
“ Let us talk at once if you like, but do not let 
us mix up questions which stand quite apart”. 

France has sufliciently shown and again quite 
recently, at the Disarmement Commission of the 
League of Nations, that she was ready to discuss 
all questions relating to the consolidation of 
Peace and she has even had the satisfaction of 
seeing the British Representatives concur in her 
views. Ever since the beginning of 1923, 
after Mr. Lloyd George had offered us a security 
covenant, unilateral in character, subject to the 
previous settlement of all outstanding questions 
between Great Britain and France, limited to a 
five years’ duration and including no preeise 
indication whatever regarding military assistance, . 
we replied that we would readily examine these 
proposals, provided, however, the duration of 
the covenant was ionger than the occupation 
provided by the Treaty, that the covenant should 
be synallagmatic and involve reciprocal and effi- 
cient military guarantees, that is to say, that it 
should have a practical value for both countries. 

Up to now, no answer has been given us. 
France is ready, even to-day, to take up again 
the consideration of all problems concerning 
security. But -guarantess, even if efficient, 
against new agressions, must not have the effect 
of depriving France of all or part of her rights 
to reparation. 


49. In brief : 


50. It is impossible to estimate, once for all, 
the present and future capacity of payment of 
Germany. [tis at present at its lowest point and 


an estimate made now would only benefit Ger- 
many. 
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tained by this country in common with her 
Allies. ar 

51. What Germany’s maximum capacity for 
payment may be is a matter which should be de- 
termined by impartial enquiry into the facts. It 
cannot be ascertained by casting up the amounts 
which Germany’s creditors would like to receive. 
To ask for more than Germany's maximum ca- 
pacity cannot assist in the actual recovery of re- 
It can only destroy the assets which 
To force liqui- 


parations. 
Germany can offer to the allies. 
dation is not the most profitable way of making 
recovery from a debtor with resources. 


52. It is admitted that Germany can only 
make substantial payments if, by the restoration 
of her public finance and a stabilization of her 
currency, a surplus is made available for repara- 
tion on her budget. Moreover, this surplus 
must be in a form in which it can be made avail- 
able for external payments over the foreign 
exchanges. External debts cannot be paid by 
the collection of depreciating paper marks. In 
the view of His Majesty’s Government forcible 
interference with the economic life of Germany, 
even if it be consistent with the terms of the 
Treaty of Versailles, cannot assist in the neces- 
sary restoration. Not only will it prevent the 
realisation of any surplus for reparation, but, by 
intensifying the disorder of German finance and 
currency, it will have the gravest reactions on 
trade. 

53. His Majesty’s Government, therefore, re- 
gard as doomed to failure the method pursued 
by the French and Belgian Governments to secure 
reparations. In spite of wholesale seizures, the 
occupation of the Ruhr by France and Belgium 
has produced, at great cost, less receipts for the 
“Allies, notably of coal and coke, than were forth- 
coming in the previous year. : Moreover, His 
Majesty’s Government feel that the resulting si- 
tuation involves great and growing danger to the 
peaceful trade of the world and, not least, of this 


country. His ‘Majesty’s Government regard a 


51. An impartial inquiry can ‘and should 
be made not only at present but also later and 
from time to time by the Reparation Commis- 
sion and its own experts, as provided by the à 
Treaty. 


52. The restoration of German finances and 
the stabilization of her currency which have been 
many times demanded by the Allies have been 
refused by Germany up to now. The sooner 
Germany understands the necessity of realizing 
these reforms, the sooner she will put herself in 
a position to restore her eredit and to improve 
her economic status. So she will progressively 
find the means of tranferring her internal wealth, 


which is enormous. : 


53. It is Germany's resistance to the occu- 
pation and not the occupation itself which has 
reduced the deliveries made on the reparations 
account, especially those of coke and coal. Be- 
fore we entered the Ruhr, Germany was in fact 
asking for a general moratorium and had de- 
clared herself unable to continue the deliveries 
in kind on the previous scale. [t is strange 
that the British Cabinet should argue as if 


those statements had not been made. 
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continuance of the present position as fraught 
i oo 


with the gravest risks, both economie and politi- 
cal. They consider the impartial fixation of 
Germany's liability at a figure not inconsistent 
with her practical power of making payment a 
matter of great urgency; and they have sugges- 
* ted what appears to them to be an appropriate 
means to this end. 


54. When steps have thus been taken to 
ascertain the real value of the asset represented 
by German reparations, and to secure ils reali- 
sation without further depreciation , His Majesty's 
Government will be ready to deal, as generously 
as circumstances permit, and in the light of 
their respective capacity to pay, with the debts 
due to Great Britain by her Allies. They can- 
not, having regard to the heavy material losses 
of this country, both during and since the war, 
and to the future tax burdens on its trade, 
admit that other countries are justified in claiming 
that the agreed percentages of reparation pay- 
ments should now be further modified or changed 
in order of priority. But they remain prepared 
to ask for no more in respect of the very large 
sums due by their Allies than will, together with 
reparation payments by Germany, meet the Bri- 
tish war debt to the United States Government. 
Their policy in this matter is stated in the British 
proposal laid by Mr. Bonar Law before the 
Paris Conference in January last, and has not 
changed. It means that Great Britain would be 
prepared to waive, in the interest of a complete 
general settlement, a very large part of 
the amount for which the British taxpayer 
holds the due obligations of Allied Govern- 


ments. 


55. It is the hope of His Majesty’s Govern- 
ment that the above explanations will convince 
the French and Belgian Governments of the rea- 
sonableness of the British position, and will win 
their assent to its acceptance. They are reluc- 
tant Lo contemplate the possibility that separate 
action may be required in order to hasten a 


seltlement which cannot be much longer delayed 


54. If the British Cabinet, acting within their 
rights, do not think it possible to modify the per- 


- centage or to grant a priority to reparations, we 


ourselves are compelled to adhere strictly to the 
figures which have been promised to us with ihe 
formal assent of Great Britain, as well b; the 


Treaty of Versailles as by the London Schedule 


of Payments. 


55. The Government of the French Republic 
are quite as eager as the British Cabinet to 
maintain peace in the world, to restore it io a: 
normal life and to extend trade facilities. But 
they do not believe the economic restoration of 
Europe to be possible outside the fulfilment of 
treaties or by other means than those of justice. 
As far as they are concerned, they have entered 


CE ae 


without the gravest consequences to the recovery 
of trade and the peace of the world. 


ANNEX. 


1. It is, in the opinion of His Majestys 
Government, hopeless to deal satisfactorily with 
the question of inter-Allied debts until a better 
estimate is made of the amounts which Greal 
Britain, on the one hand, and her Allies, on 
the other, are likely in fact to be able to recover 


from Germany for reparations. 


2. His Majesty’s Government adhere to the 
policy, which their predecessors have formally 
announced, of limiting Great Britain’s total 
claim against her Allied debtors and Germany 
together to the amount necessary to cover the 
British debt to the United States Government, 
which, as recently funded, may be taken to be 
represented, on a 5-per-cent. basis, by a sum of 
14.2 milliards of gold marks , present value. 
This basis is already exceedingly favourable to 
the Allies as the British debt to the United States 
Government cannot be redeemed on such favour- 


able terms. 


3. This offer, in effect, means that Great 


Britain (whose material war damages were not 
less than one-third of those suffered by France) 
is content to forego her rights to reparation under 
all heads, and to treat her own share of the 
German payments as if it were a reimbursement 
by her Allies of their debts to her. 


4. Nay, the total amount for which she asks 
from the Allies and Germany together is, in fact, 


upon a course of action, not isolated hut apart 
from Great Britain, only after a formal delibera- 
‘They feel 
convinced they have ull through keen loyal to 


tion of the Reparation Commission. 


their undertakings to their Allies and they re- 
main decided never to disregard such undertak- 


ings 


ANNEX. 


1. The British Government, by making the 
question of interallied debts dependent upon the 
estimate of Germany's capacity to pay and by 
wishing Lo estimate such capacity at the very 
moment it is at the lowest, is bound to conclude 
that the interallied debts will be valued at the 


highest figure. 


2. It would be quite legitimate for the Bri- 
tish Government to claim from Germany all 


But if 


they claim from us what they do not receive 


they have to pay to the United States. 


from Germany, we shall have, within the limits 
of the rights which have been recognized to us, 
to maintain our claim against Germany up to 


the same amount. 


3. When offering to bring forward a claim 
against Germany as regards C Bonds, only in so 
far as a claim should be brought against herself 
for interallied debts, France, whose losses in 
wealth exceed those of all the Allies taken 
together, and whose losses in men are far greater 
than those of anyone of the other Allies, showed 
herself prepared for a sacrifice much greater 
than that of Great Britain. 


4. The total amount which France claims 
from Germany is far below the amount she was 


De 


less than the amount of the Allied debts, being 
limited to the total of the British debt to the 
United States Government, without regard either 
to loans raised by Great Britain in the open 
American market or to the value of the American 
(estimated 
£ 800,000,000) used to finance the Allied cause 


secuxities at £ 700,000,000 to 
in America before the entry of the United States 
into the war, the loss of which, from the eco- 
nomic point of view, is the equivalent of the 
contracting of an equal amount of foreign debt. 


5. Of the sam of 14.2 milliard gold marks, 
Great Britain is anxious to recover as large a 
percentage as possible from Germany, in order 
to be able to offer the maximum concessions 
But it 
is not possible for her to grant such concessions 


feasible in regard to inter-Allied debts. 


in a substantive form ualess and until such a 
reparation settlement has been arrived at as will 
enable her to regard her share of the German 
payments as an asset of real financial value. His 
Majesty's Government greatly fear that a persis- 
tence in the policy indicated in the French note 
will make the prospects of suclr a settlement 
remote. 


6. The only practical manner in which, in 
ths opinion of His Majesty's Government, the 
question of inter-Allied debts can now be ap- 
proached, is for the Allies to agree in the first 
instance upon the maximum sum which they can 
reasonably hope to recover from Germany. 
When such an agreement has been arrived at, 
His Majesty’s Government will b> prepared (pro- 
vided that the settlement is such as to make the 
German obligation a reasonably good asset) to 
write down, with due regard to the different cir- 
cumstaaces of the respective debtors, the Allied 
debts owing to them, to an amount representing 
the difference between the British share of the 
revised German obligation and th> British debt 
of 14.2 milliards to the United States Govern- 
ment, and even to consider accepting payment 
of the Allied debts so reduced in th: form of the 
new German obligations on th: principles latd 


compelled to disburse in order to repair her 
devastated regions, quite apart from what she 
would be entitled to claim for her pensions. 


5. For our part, we very much fear that the 
policy expounded in the British Note does not 
take into account the abnormal economic site- 
ation of France and that it tends to impose on 
her a burden she could not support. 


6. Finally, therefore, the British Cabinet 
subjects the settlement of the interallied debts 
to an international inquiry whieh would be 
entrusted to financiers without any responsibility 
in the matter, and to a Commission m which 
Belgium and France would find themselves in & 
minority. 
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down in the plan presented by Mr. Bonar Law 
at the Paris Conference in January last. 


7. They canno!, however, conceal from the 
French Government the fact that this latter sug- 
gestion is less attractive to them than it was then, 
‘inasmuch as the deterioration in the financial 
prospects of Germany, resulting, as they hold, 
from the unwise policy pursued by the French 
and Belgian Governments, has made the security 
represented by German reparation bonds much 
more precarious (even if the total obligations 
should be reduced below the figure contemplated 
by ‘His Majesty’s Government seven months 


ago). 


8. His Majesty's Government feel bound to 
observe in this connection that the willingness 
which they and their predecessors have shown 
to diseuss with the French Government arran- 
gements under which the burden of the French 
debt to Great Britain might be mitigated must 
not be interpreted as a waiver on their part of 
their rights as creditors, which are governed 
solely by the comtracts under which the money 
was advanced and the securities which they 


hold 


9. That a French Government Treasury bill 
given to the British Government for value recei- 
ved is a less binding obligation than a similar 
bill given to a private investor is a doctrine 
inadmissible both im itself and more especially 
in view of the circumstances in which these 
particular loans were contracted. 


10. The normal course would have been for 
the #nench* Government to appeal directly to 
the British investor for the accommodation it 
required, and that procedure was in fact adopted 
for a short period at the commencement of the 
war. It soon became apparent, however, that 
the French Government would be unable to raise 
on its own credit amounts sufficient to meet ils 
sterling requirements, and the British Govern- 
ment stepped in and gave its own securities to 


7. The British Government still ascribes to 
the occupation of the Rubr the results of the 
policy followed by Germany before that ovewpa- 
tion and pursued by her since then, as if that 
policy would have changed had we mot occupied 
the Ruhr. 
such an assertion is inconsistent with all the 


Such an argument or more exactly 


facts, as they result from the work of the Repa- 
ration Commission in 1922 and even from the 
repeated statements of the British Government, 
who several times last year proclaimed Germany’ 
ill-will and the dangers of her financial methods. 


8. We understand quite well that the British 
Government should reserve their rights. No 
doubt they will understand that we should 
reserve ours as regards Germany. 


9. We have never questioned ‘the British 
claim. We have only explained and we repeat that 
our debt contracted in exceptional circumstances, 
and in view of a common interest, could ‘not be 
compared, either from a moral or from an equi- 
table point of view, with the Reparation debt 
of Germany. 


10. Nevertheless the expenses the Govern- 
ment met by means of these advances went es- 
sentially to the equipment and revictualling of 
armies fighting for the common cause. 
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the lender for the amounts raised to cover 
French requirements as well as British. By 
this means the French Government were able to 
borrow indirectly from British lenders both on 
less onerous terms and to a larger amount than 
would have been possible if the normal pro- 
cedure had been followed. The payments due 
on the French Treasury bills thus represent 
amounts which the British Treasury is in fact 
paying to the holders of securities issued on 
behalf of the French Treasury of which the 
French Treasury received the proceeds. 


11. There was no suggestion when the loans 
were made that the repayment should be depen- 
Indeed, 
during the greater part of the period covered by 


dent on recoveries from Germany. 


the advances, the prospects of any such reco- 
The bills 


were made subject to renewal for a limited 


veries were highly problematical. 


period only after the end of the war, with the 
clear intention that as soon as French credit was 
sufficiently re-established they should be redee- 
med out of French Government loans to be 
raised on the London market, the redemption 
money being applied to the cancellation of the 


British securities issued on French account. 


12. While His Majesty's Government have , 
by continuing to renew the bills beyond the 
period of the contract, tacitly recognised that 
the time has not yet arrived for giving effect to 
this intention, it must be clearly understood 
that, in the absence of a new agreement, the 
carrying out of it remains an obligation of the 
French Government which cannot honourably 
be repudiated, and that, in the meantime, the 
present practice of adding interest to capital 
cannot be indefinitely continued, and that a 
commencement of payment of at any rate a part 
of the interest should be made as soon as the 


sterling-franc exchange becomes reasonably 
stable. 


11. If it was not suggested at the time the 
interallied debts were contracted that their re- 
payment depended upon recovery from Ger- 
many, it was because all the Allies were then 
contemplating a common effort and were striving 
together with equal eagerness to win a common 
victory; and at the end of the war, the figures 
fixed for reparations, whether by the Treaty of 
Versailles itself (minimum 100 milliards of 
marks guaranteed by bonds) or by the London 
Schedule of Payments, would have allowed 
France to refund to England the totality of her 
debt without difficulty. 


12. France has never repudiated her debts 
and will not do so, but she is convinced that no 
British Government will ever exercise upon an 
allied country a pressure which the British 
Cabinet does not consider possible to exercise 
now upon the former enemies of Britain and 
France. Therefore we can but repeat that we 
shall only be in a position to repay our debt to 
Britain, or even the interest on it, when Ger- 
manys payments. will have enabled us to achieve 
the reparation of the damages caused to our soil 
by invasion and fighting. 
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